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Less Beef in the Plate? 
By E. Louise Peffer* 


Let it be said at once that the question posed by the title is 
rhetorical and the pun intentional. The play on words was 
suggested by the British designation of the Rio de la Plata as the 
River Plate and a tendency to apply the Anglicized form to the 
Argentine Republic. To answer the question: Argentina today 
is producing more meat animals than ever before, but for sev- 
eral years at the beginning of the 1950’s evidence seemed to 
support the belief held by many that Argentina’s livestock popu- 
lation had been gravely depleted. In fact, there were those who 
questioned whether Argentina was not approaching its productive 
peak for livestock, in terms of units of production per units 
of land.’ 

On August 15, 1951 the Argentine government temporarily 
suspended exports of all meat and cattle because of inadequate 
supplies in Buenos Aires. There had long been talk of a distant 
future when Argentina, like the United States earlier, would 
require for home consumption the greater part of the meat it 
produced. But such talk was a form of longing evoked when 
dependence upon the British market produced repercussions dis- 
tasteful to Argentine pride. The suspension of exports proved 


* Associate Economist, Food Research Institute, Stanford University. 
I am indebted to my colleagues M. K. Bennett, W. O. Jones, Rosamund 
H. Peirce, and B. F. Johnston for advice and assistance during the prepa- 
ration of this article. It was also read in preliminary draft by C. A. 
Boonstra, Counselor for Economic Affairs of the U.S. Embassy in Habana, 
Cuba, and by Federico G. Schindler, Director of the Semanario Mercurio, 
Buenos Aires, whose comments I gratefully acknowledge. 

1 The Review of the River Plate, (Buenos Aires). July 10, 1951, pp. 
3,5. I have relied heavily on the Review to provide the running thread 
of events upon which this article is strung. Hereafter, it will be cited 
as R.R.P., but only when directly quoted or cited in the text or when it 
is the source of figures used. 
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how self-deceiving such longing had been. Although evidence 
pointing to a shortage had been the subject of press notice for 
months, the capacity to produce abundant supplies of excellent 
beef had been accepted as one of the settled facts of Argentine 
life for so long that it was difficult to contemplate the unpalatable 
idea that things might ever be otherwise. 


Antecedents of the Export Suspension 

Significantly, the August suspension was ordered three months 
after resumption of meat exports to the United Kingdom follow- 
ing interruption (July 21, 1950-April 23, 1951) imposed by the 
sole intention of forcing the United Kingdom to concede higher 
prices for meat than it was prepared to pay. Shipments through 
June were heavier than the monthly quotas stipulated by the agree- 
ment, but this record was made possible only because stocks of 
frozen meat had been built up prior to its conclusion.* As freezer 
space emptied, agents of the packers resumed cattle buying on 
more nearly normal schedules, but at a disadvantage. 

Before the war the best grades of Argentine steers were grown 
for exportation as chilled beef, and commanded higher prices 
than cattle destined to supply the home market. Early in 1941, 
when it had looked for a time as if most of the meat for the 
United Kingdom would have to be canned, the Argentine gov- 
ernment initiated a system of grading export steers according to 
quality, with prices attached to each grade which were intended 
to prevail regardless of the form in which the meat was proc- 
essed. The purpose of the system was to prevent relaxation of 
the high standards of cattle breeding which had assured Argen- 
tina’s eminence as a beef exporter. Official cattle prices were 
restricted to this type of animal and only when purchased directly 
from the estancias (ranches) by agents of the frigorificos (export 
and freezing establishments).* The official schedules were sup- 


2 Royal Institute of International Affairs, Chronology of International 
Events and Documents [Supplement to The World Today} (London), 
July 20-August 1, 1950, p. 486; The Economist (London), July 28, 1951, 
p. 237. 

8 Argentina, Ministerio de Agricultura, Memoria Anual 1941, pp. 20-28. 
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posed to be high enough to preserve the price differential which 
had prevailed before the war between direct purchases and 
the prices paid for cattle sold at auction for domestic purposes. 
They were also meant to be fixed prices, but became floor prices 
as demand pushed auction prices above the official schedules. 

Presumably the prices which the British were to pay for meat 
under the 1951 contract were adequate to restore the old equilib- 
rium, but the government did not issue a new schedule reflecting 
the contract gains until July 13. Cattle marketings in the first 
two weeks of the month were 30 per cent higher than in com- 
parable periods of the previous three years. Auction prices rose 
even more, and had reached the levels of the now official sched- 
ule for export steers even before it was announced.* 

The government acted to halt the booming market. Exports 
of cattle on the hoof to neighboring countries were suspended. 
Slaughter of cattle for export as carcass meat was limited to 
the number required to provide 10,500 tons of meat a month 
for all foreign markets. Only inferior cattle could be slaughtered 
for canning, and canned meat exports were to be reduced by 
30 per cent of the average monthly shipments in the first five 
months of the year. The ceiling prices of meat sold in Greater 
Buenos Aires were raised by an average of 34 per cent above 
the prevailing level, and the official prices for export steers be- 
came maximum prices.” Higher meat prices were expected to 
reduce consumption in Buenos Aires. That and the restricted 
exports were expected to lower competition in the auctions at 
the Liniers Cattle Market of Buenos Aires ** to the point that 
the former equilibrium between export and domestic cattle prices 
could be maintained. 


‘RERP., jay 31, 1951, p. 9. 

5 Ibid.; Times of Argentina, (Buenos Aires), (hereafter cited as T. of 
A.) July 9, 1951, pp. 6-7; Ibid., July 16, 1951, pp. 6-7; La Res (Buenos 
Aires), July 20, 1951, p. 26, 134. 

58 The central cattle market of Buenos Aires has been known as the 
Liniers Market for years. During the Perén regime it was renamed sev- 
eral times: first, the National Livestock Market of Buenos Aires; second, 
the Mercado Nacional de Hacienda de Eva Perén, which I shall not 
attempt to translate. The traditional usage has been restored. 
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Prices broke sharply when the new regulations were put into 
effect. Thereupon cattle producers retained their animals when 
possible without sacrifice of finish, or sold them in uncontrolled 
markets in the interior. By August, market entries in the Liniers 
Market dropped so low as to provide little more than half the 
meat normally consumed in the metropolis. 

The timing of the total suspension of exports on August 15 
was attributed to politics. Perdn’s campaign for re-election was 
entering its most active phase and victory was not being taken 
for granted. The General Confederation of Labor, the govern- 
ment-controlled trade union, was sponsoring a giant rally in 
Buenos Aires on August 22 and, according to rumor, exports 
were halted to assure that the effectiveness of the rally would 
not be dulled by inadequate supplies of the good red meat which 
the Argentine citizen considers his birthright. It was the Argen- 
tine variation of the “bread and circus” maxim. Nor were the 
Peronistas the only ones playing politics. The opposition had 
Started a whispering campaign among the working class to the 
effect that the short supplies of meat in Buenos Aires butcher 
shops were caused by excessive shipments to England at the 
expense of the Argentine consumer.® 

When supplies for the capital did not improve in two weeks 
the government extended the suspension indefinitely, attributing 
necessity for the action to the “machinations of certain breeders.” ’ 
The Argentine Rural Society, as spokesman for the producers, 
promptly denied the accusation and offered in rebuttal its own 
explanation of the cause of the shortage: government interven- 
tion in the livestock industry and encouragement of industrializa- 
tion at the expense of agriculture. (At the same time it suggested 
that the government offer a bonus as an inducement to producers 
to sell their stocks). 

Together these two remarks constituted one explanation of 
the shortage which received wide currency; retention of cattle by 


®U.S. Foreign Service Dispatch, Buenos Aires, No. 251, Aug. 17, 
1951, Boonstra. Unclassified. 

7T. of A., Sept. 3, 1951, p. 9; U.S. Dept. of Agr., OFAR, Foreign 
Crops and Markets (hereafter cited as FCM), Sept. 24, 1951, p. 320. 
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producers in protest against the policies of the Perén government. 
Two others were acknowledged to be basic. 

Argentine meat consumption had been increasing rapidly. Also, 
the country had just emerged from a prolonged drought (late 
1948-1950), one of the most ruinous of record, and evidences 
of a recurrence along the western fringe of the main cattle zone 
reportedly had led many producers to dispose of cattle early in 
July, when prices were good, rather than risk losses if the drought 
should become more severe later. 


Although no essential disagreement existed as to the main 
causes, there were wide differences of opinion when it came to 
attaching weights to each. Responsible observers focused their 
attention on basic questions. How much had the 1949/50 drought 
reduced cattle stocks? To what extent was the precipitate drop- 
ping off in sales after mid-July the result of a real, rather than 
temporary, deficiency of cattle or of a producers’ strike against 
the government. The anomaly of the situation was the inability 
of the experts, through lack of adequate statistics, to appraise 
the meaning of the shortage with any degree of certainty. The 
great unknown was cattle numbers. 


The Statistical Blackout 

Argentina in 1951 was just emerging from a blackout of sta- 
tistical information which had lasted for almost two years. Dur- 
ing that time, “by reason of circumstances connected with the 
campaign of the Nation to consolidate its economic independence, 
[official statistics} were reserved for the exclusive use of the 
organisms of the state.”* The Central Bank ceased publication 
of its Bulletin in August 1948, and none had appeared since.* 
The monthly report of the Argentine statistical service, Sintesis 
Estadistica Mensual, had been suspended with the April 1948 
issue and publication was not resumed until early in 1951. In 


® Translated from "Se ha Limitado la Faena de Ganado Vacuno para 
la Exportacion,” La Res, Buenos Aires, July 20, 1951, P. 26.134; Argen- 
tina, Ministerio de Asuntos Técnicos, Direccién General del Servicio 
Estadistico Nacional, Sintesis Estadistica Mensual, 1949. 

® Economist, Dec. 18, 1948, p. 1024. 
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that interval only spotty data were forthcoming from other 
sources. The statistical bureau then attempted to pick up its 
reporting at a point in time which would permit it first to lay 
the background for current statistical developments, then later 
to catch up with arrears. The first number to appear following 
the blackout was a consolidation of the first ten issues for 1950. 
By August 1951 publication had been carried through the March 
1951 issue, but in no case had the monthly coverage extended 
beyond January 1951, with interim gaps in every series. The 
most complete and up-to-date series were those for which rea- 
sonably satisfactory data were obtainable from unofficial sources: 
sales of cattle in the central markets of Buenos Aires and Rosario; 
controlled slaughter in frigorificos, canneries, and in the Munici- 
pal Packing House of Buenos Aires. 


Argentine official statistics have never satisfied investigators 
interested in obtaining an over-all idea of the condition of any 
segment of the Argentine economy for a given time or period.’° 
Data on cattle sales and slaughter in the interior of the country 
have been sketchy at best and, like livestock statistics elsewhere, 
peculiarly prone to error because of concealment for purposes of 
tax avoidance. Furthermore, Argentine statistical. reporting had 
not extended to abbattoirs and markets which were not federally 
inspected; statistical agencies depended upon local observers to 
estimate the volume of transactions. Though the least reliable 
of the series relating to livestock, such estimates had been useful 
in the past when interpreted by specialists in the light of their 
own knowledge, experience, and observations. Monthly statistics 
of slaughter at the provincial level had been discontinued during 
the war.’ Before the statistical blackout was imposed, records 
of annual sales by province were available through September 
1947, but the series had not been resumed by August 1951. Annual 


10 The Argentine Statistical Yearbook ( Anuario Estadistico de la Repub- 
lica Argentina), 1948, the first general statistical yearbook ever issued 
by the Argentine government, did not appear until the third quarter of 
1952. Before the war occasional agricultural yearbooks had been pub- 
lished, but none thereafter. 

11 La Prensa (Buenos Aires), May 14, 1955. 
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estimates of total slaughter and sales for 1950 had not yet 
appeared, although the monthly record of sales according to 
composition of the stocks sold (age and sex) and destination 
(breeding, fattening, dairying, or slaughter) had been carried 
through August 1950. 


Aside from the hiatus created by the withholding of statistics, 
there was another, more serious gap in the knowledge concerning 
cattle stocks: published returns of the livestock census taken 
in 1947 were incomplete. National and provincial totals were 
given for each species of animal, but there was no indication 
of the distribution by age and sex. In this connection, only one 
datum was known: the Ministry of Agriculture had been called 
upon to report to the Chamber of Deputies in September 1950 
on the livestock situation, particularly with reference to 1949-50 
drought damage, and at that time had stated that cows made up 
40 per cent of the cattle total reported in the 1947 census. He 
also furnished estimates of the total slaughter in the country as 
a whole for 1947-49 and of cattle stocks for 1949. These and 
the consolidated statistics relating to the operations of central 
markets, abattoirs, and packing houses through August 1950 
were all the data available to the industry and trade specialists 
for appraising the crisis of August-September 1951. 


Estimates of Cattle Stocks 


The official estimate of cattle stocks for 1949 was 45 million 
head. The 1947 census had returned a total of 41 million head, 
almost 9.5 million head more than the number reported in 1942. 
An even greater annual increase was to have been expected be- 
tween 1947 and 1949. A characteristic of Argentine agriculture 
in the strip intermediate between the predominantly pastoral and 
crop zones is the shift from one type of enterprise to the other 
in response to changes in market conditions..’* More than 2 


11a Cultivation of the soil in Argentina is largely done by tenant 
farmers, whose leases either prohibit them from engaging in livestock 
production or restrict the acreage which they may devote to pastoral farm- 
ing. The Revolutionary Government of 1943 ordered a reduction of 
agricultural rents and froze them at levels prevailing on July 1, 1940 
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million hectares (close to 5 million acres) had been withdrawn 
from the major non-forage crops alone between 1945/46 and 
1950/51, and it was assumed that part of the land had reverted 
to pasture or forage crops, with concomitant additions to cattle 
stocks.** 


There was nevertheless some question whether the increase 
in cattle numbers after 1946 had been on the scale indicated by 
the Ministry of Agriculture’s estimate,’ although the agricul- 
tural attache at the U.S. embassy in Buenos Aires accepted the 
Ministry's figures as reasonable and used it as the basis for esti- 
mating Argentine cattle numbers for 1951. Cattle mortality in 
the 1949-50 drought was figured at 3 million head, but it was 
thought that there had been a recovery of a million head in the 
1950/51 season, bringing the estimate for 1951 to 43 million. 


At the time the U.S. estimate was made, pasture conditions 
in Buenos Aires province were good, and observable numbers 
of finished cattle were high. The 9-month interruption of meat 
exports to the United Kingdom in the previous year had afforded 
a rare opportunity for reconstituting herds. Slaughterings for 
the British contract in recent years had required around a million 
head annually."* Even with accelerated sales of corned beef to 
the United States and unusually large orders from several other 
countries, the quantity of meat shipped from July 1950 through 
April 1951 was 70 per cent below exports for the comparable 


(Decree Law No. 14,001 of Nov. 12, 1943 in Argentina, Min. de Agr., 
Noticioso, Nov. 25, 1943, pp. 137-138; Decree Law No. 15,707 of Dec. 
7, 1943 in Ibid., Dec. 10, 1943, p. 145; and Decree Law No. 14,682 
of June 6, 1944 in Ibid., June 30, 1944, p. 70). After the election of 
Perén, when it became known that the burden of financing the Five Year 
Plan of 1947 was to fall more heavily on cereal and linseed farmers 
than on livestock producers, many land owners refused to renew leases 
and themselves extended catle raising on the same lands. Some farmers 
also turned to other crops which were not so rigorously controlled. 

'2 Argentina, Direccion Nacional del Servicio Estadistico, Anuario Esta- 
distico, 1949-50, I, Compendio (hereafter referred to as An. Estad., 
1949-50, 1), pp. 91-115. 

13 R.R.P., July 20, 1951, pp. 5-6. 

14 F.C.M., April 9, 1951, pp. 402-403; U.S. Dept. of Agr., OFAR, 
Note to Correspondents (mimeographed), Sept. 28, 1951. 
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months of 1949/50.'° Therefore, there should have been a 
surplus of stocks to add to reserves. 


A prolonged interruption of meat exports to the United King- 
dom might have been expected to demoralize the livestock indus- 
try by flooding the domestic market with cattle which normally 
would have gone to fulfill British orders. This in fact did hap- 
pen for a time. In August 1950, the month after exports to 
Britain were halted in disagreement over meat prices, the govern- 
ment revised the official prices to make them applicable to the 
younger and lighter animals whose meat the Argentine consumer 
prefers. In the ensuing months marketings mounted while 
prices moved in the other direction. Whereupon the government, 
as of December 1, restricted the slaughter of young animals to 
levels 50 per cent below monthly records of the previous year." 
In the remaining months of summer, when offerings of young 
stock for fattening are normally high, they were instead unsea- 
sonably low, to the point that quotations for this class of animal 
exceeded those for finished steers.‘’ The U. S. specialists inferred 
from this set of circumstances that producers were restocking 
heavily to take advantage of good pastures in anticipation of the 
better prices which rising domestic demand and the forthcoming 
British contract seemed to promise. 


Other inferences were possible. One was that the short mar- 
ketings of young stock meant a short supply. High prices in 
the summer months suggested that this was true of cattle stocks 
generally. The Minister of Agriculture warned the British that 
they could not expect to receive, under the contract then in nego- 
tiation, the amounts of meat specified in the Anglo-Argentine 
Agreement of 1949, although he attributed the reduced sur- 
plus for export to the home demand, not to a decline in cattle 
numbers."* 


'5 139,700 tons and 453,800 tons, respectively; computed from Sin 
tesia Estadistica Mensual. 

16 Argentina, Provincia de Santa Fe, Min. de Hacienda, Informe Econd- 
mica Agropecuario, November 1950, p. 2. 

17 F.C.M., March 5, 1951, pp. 250-51; N.L.C. Leonard, ‘Rural Notes,’ 
R.R.P., April 6, 1951, p. 22. 
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Even before the tight market situation developed, the Ministry 
of Agriculture’s estimate of cattle numbers had begun to 
receive critical examination by “‘private and unofficial” Argentine 
specialists; and as prices continued to climb, estimates of stocks 
fell. The most extreme estimates of drought induced losses 
ranged from 10-15 million head, pushing estimates of total cattle 
in 1951 down to 30-35 million head, in contrast with the 43 
million figure accepted by the U.S. embassy. Losses of such 
magnitude would have been critical. Early in July, even before 
the partial restriction of exports, the Review of the River Plate 
was predicting editorially that Argentina, for decades the leading 
exporter in the world, would have to withdraw from the world 
market within eight years at the earliest, or twelve at the most, 
unless cattle numbers were increased more rapidly than acceler- 
ating domestic consumption.” 

As the August 1951 shortage lengthened into September, the 
agricultural staff of the U. S embassy began to question its earlier 
estimate of a count of 43 million head. After re-examining the 
evidence upon which it based its calculations, it concluded 
that it had accepted the Ministry of Agriculture’s estimate of 
cattle numbers for 1949 uncritically, and as a result had misread 
the ancillary evidence. Cattle slaughter in the three years, 1947- 
1949, was reported to have topped all previous records, but in 
no year had it been in excess of 24 per cent of estimated cattle 
numbers, the margin of safety between herd maintenance and 
overslaughter in Argentina.*° If numbers had been figured 
too optimistically in the official estimates, and the embassy now 
concluded that they had been, then annual slaughter at the rate 
maintained in 1947-49 would have been imprudent. 


The U. S. specialists also decided that they had permitted them- 
selves to be misled by basing their observations on the part of 


18U.S. Dept. of Commerce, Foreign Commerce Weekly (hereafter 
cited as F.C. Wkly), April 23, 1951, p. 9. 

19 R.R.P., March 6, 1951, pp. 3.5; Ibrd., July 10, 1951, pp. 3.5; Leon- 
ard, “Rural Notes,” R.R.P., 1951, passim. 

20U.S. Foreign Service Dispatch, Buenos Aires, No. 438, Sept. 19, 
1951, Boonstra. Unclassified. 
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the cattle zone easily visited from Buenos Aires, and had not 
taken into account the effective duration and extent of the drought 
along the rim of the pampas. In the provinces of Cérdoba, La 
Pampa, and Northern Santa Fé, drought conditions had pre- 
dominated since 1942, and the recent long drought had begun 
there in 1947 and was more intense and protracted than else- 
where. “Apparently, there was a liquidation of herds . . . begin- 
ning early in 1949-50." Cattle mortality had been most severe 
among calves and among old breeding cows, which in the normal 
course of events might have been able to contribute one or two 
more crops of calves. That meant reduced calf crops in the next 
two years. In addition, much young stock had to be slaughtered 
early to protect seared pastures. After taking all these points 
into consideration and attaching figures of estimated loss to each, 
the embassy specialists reached the conclusion that the combina- 
tion of drought-induced losses and heavy domestic consumption 
had led to a decline in cattle numbers of 3 million head below 
the 1947 census figure of 41 million.” 


Reduced as it was, the new U.S. estimate was still higher 
than many thought the facts, if fully known, would warrant. 
In the absence of data on numbers, composition, and country-wide 
marketings, however, one man’s guess was as good as the next. 
Few outside of the Argentine government placed any reliance on 
its estimates. Trying to appraise the current position of cattle 
stocks became a grim preoccupation of many who were concerned 
with the economic future of the country. In their opinion a 
new census was imperative.” 


The Supply Situation 


When the Argentine government extended the meat export 
Suspension early in September 1951, it also announced a set of 
stringent decrees to force producers to ship their cattle to Buenos 


21U.S. Foreign Service Dispatch, No. 251, Aug. 17, 1951; F.C.M., 
Aug. 25, 1952, pp. 167-168; U.S. Dept. of Agr., Note to Correspond- 
ents, Sept. 28, 1951; Leonard, “Rural Notes,” R.R.P., Sept. 7, 1951, p. 18. 

22 F. H. Finch, “Notes from the North,” R.R.P., Oct. 26, 1951, p. 19; 
La Res, Dec. 5, 1951, p. 26.583. 
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Aires. Slaughter quotas were assigned to abattoirs on the out- 
skirts of Buenos Aires, whose business had soared as sales to 
the central markets and packing houses slumped; commercial 
slaughter in unregistered establishments was prohibited, as was 
also slaughter for home consumption within 50 miles of Buenos 
Aires; no new slaughter houses were to be authorized. Producers 
were ordered to ship cattle to the Buenos Aires market accord- 
ing to weekly quotas based upon October-December 1950 ship- 
ments, and railway dispatchers were required to help enforce the 
ruling by seeing that the same number of loaded cattle cars left 
their stations for Buenos Aires as in the base period. Prices in 
Market auctions were made the control prices for the country, 
and, as was later explained, Liniers prices under the regulations 
were not “essentially governed by the free interplay of supply 
and demand . . . [but] under the operation of maximum prices 
intimated to the market by the National Livestock Institute.’’** 
Frigorifico agents were not permitted to buy except direct from 
the ranchers (customarily they had augmented their direct pur- 
chases by the usual method of aution buying). In the interior, 
producers, commission agents, auctioneers, and sales operators 
were made responsible for keeping prices in line with the control 
prices. Confiscation of cattle was threatened upon evidence of 
defiance of the regulations.” 


The first effect of the regulations was a brief but almost total 
paralysis of markets. The government had to moderate some of 
its degrees and on September 19 adopted the suggestion of the 
Argentine Rural Society that a bonus be offered for cattle shipped 
to Buenos Aires. To the extent that they suceeded, the September 
regulations brought some relief to Buenos Aires, but to the dis- 
advantage of the interior which, once more deep in drought and 
a locust plague, was reported to be short of meat. Nevertheless, 


*8 R.R.P., March 28, 1952, p. 11. 

*4 F.C.M., Sept. 24, 1951, p. 320; La Res, Sept. 20, 1951, p. 26.377; 
The Times (London), Sept. 1, 1951, p. 4:b; J. D. Walstrom, “Economic 
Review of Argentina During 1951,” Part II, Comments on Argentine 
Trade (Published in Buenos Aires by the U. S. Chamber of Commerce in 
Argentina), May 1952, p. 23. 
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the concensus was that the regulations were unworkable, which 
the government tacitly admitted in November by ‘‘temporarily” 
lifting those which discriminated in favor of Buenos Aires.*° 


The drought had broken toward the end of November. There 
was a creeping improvement in Buenos Aires cattle offerings until 
December, but not until April 1952 did Liniers Market entries 
reach and pass those of the previous July, the month in which 
Buenos Aires supplies first became critical. 


Obviously something was more radically wrong than any prior 
experience had prepared the Argentine people to expect. By Jan- 
uary 1952 The Review of the River Plate had concluded that the 
past year supported the most dismal estimate of cattle stocks, 30 
million head, which was one-third below the official estimate 
for 1949 and 3.2 million head less than was reported in the 1937 
census, when the population was about 30 per cent lower (esti- 
mated at 13.6 million, December 31, 1937 and 17.9 million, 
December 31, 1951.)*° 

The U. S. embassy again revised its estimate of total cattle count 
downward, this time to 37.5.°° However, the Argentine govern- 
ment, which had not responded to suggestions that it order a 
new census, apparently considered that high domestic consump- 
tion was the key to the continuing short supply situation and 
once again set out to force a contraction in the home consumption 
in order to release more beef for foreign buyers. 


The export suspention had been lifted in mid-October 1951, 
but only reduced shipping quotas had been filled, largely by 
substituting mutton and lamb for much of the beef scheduled. 
There was great dissatisfaction in the United Kingdom with 
what was being received in its stead. 

On the part of Perén’s government the dissatisfaction was just 
as pronounced. Argentina was in the grip of an economic crisis 
and needed the foreign exchange which enlarged meat exports 


25 R.R.P., Nov. 16, 1951, p. 10. 

26 R.R.P., Jan. 8, 1952, p. 10; Séntesis Estadistica, Jan. 1955, ae 
An. Estad., 1949-50, I, p. 43. 

27 F.C.M., April 7, 1952, p. 285. 
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would bring in. Therefore on January 31, 1952 the government 
decreed that in public eating places and boarding houses no meat 
was to be served in any form on one day of each week (Friday 
for Buenos Aires and Thursday for the rest of the country). In 
a broadcast to the nation on February 18 Perén announced that 
beginning on February 22 butcher shops and slaughter houses 
throughout the country would be closed one day each week and 
that on an additional day each week the packing houses would 
be permitted to slaughter for export only. A 10 per cent quota 
of total slaughter was to be reserved for exportation. Seventy 
abattoirs in the Buenos Aires and Rosario neighborhoods were 
ordered closed.** This was probably the most unpopular course 
of action, country-wide, that Perén’s government had felt im- 
pelled to take to that time. These expedients, coupled with 
improvement of sales in the second quarter of the year, made it 
possible to fulfill the April 1951 meat contract terms by the 
end of June 1952 and, to a degree at least, equalize the distribu- 
tion of meat among consumers. 


As in the previous year, a decline in cattle marketings occurred 
which by September had gone deeper than the sorry record of 
1951. The 1951/52 drought had broken in March, and weather 
conditions throughout the winter months were better than for 
any time since 1947, inducing breeders to hold cattle for fatten- 
ing. By late August competition for the meager number of 
cattle reaching the Buenos Aires market became so spirited that 
breeders and fatteners engaged in building up herds were out- 
bidding the butchers. Finished steers were notable chiefly by 
their absence, a circumstance which improved climatic conditions 
did not satisfactorily explain. 

By this time the government had become impatient with its 
own statistics. One official organ complained later in the year 
that production data generally were difficult to obtain. The 


28““Tailspin in Argentina” (Editorial), New York Times, Feb. 14, 
1952, p. 26:3; E. A. Morrow, “Perén Is Now Confronted with His 
Gravest Crisis,” tbid., Feb. 17, 1952, p. 10E:5; sbid., Feb. 23, 1952, p. 
5:4; T. of A., Feb. 25, 1952, pp. 25-29; F.C. Wkly, March 10, 1952, 
pp. 16-17. 
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lack of central markets and marketing organizations in the interior 
prevented compilation of figures for the country as a whole; 
mor was there a satisfactory method of ascertaining the reliability 
of the data once collected. Consumption statistics were simi- 
larly open to question; again there were regional difficulties, ag- 
gravated by distances between centers of population distribution.”® 

By September 1952 the dissatisfaction had been more explicitly 
demonstrated when Perén finally acceded to the demands for a 
new cattle census “for the proper orientation of agricultural 
recovery programs.” The census, scheduled for November 11, 
was to be made by teachers and professors, an innovation which 
seemed to question the ability of past enumerators. To assist 
the census officials in obtaining a full coverage, the government 
announced that, begining with November 12, producers would 
be obliged to furnish proof of compliance with census require- 
ments to be eligible to receive legal papers required in business 
transactions.*” 

The new census was only one of a series of steps taken at that 
time which reflected the growing preoccupation of the adminis- 
tration with the cattle situation. The National Livestock Insti- 
tute was superseded by a National Meat Institute, which was 
given powers to control “processing practices” in the interest of 
maintaining quality standards and building up stocks. Perén 
stressed the vital necessity of expanding cattle production to 
provide more meat, “especially for export.” 

When cattle entries continued low into October, price ceilings 
were removed for cattle sold at the markets of Buenos Aires 
and Rosario, while ceilings theoretically remained in force else- 
where in the country. On October 23, the meatless days became 
beefless days only, in the hope that some of the demand for beef 


*® Enrique Pierangeli, Argentina, Ministerio de Salud Publica, “El 
Problema de la Alimentacién Popular,” in Publicaciones del Institucién 
Nacional de Nutricién ... Ato 1952 (CNP31), pp. 18-21. 

80 F.C, Wkly, Oct. 13, 1952, p. 4. 

3 R.R.P., Aug. 19, 1952, p. 3; sbid., Sept. 30, 1952, p. 11; Horacio 
Giberti, ‘National Meat Institute, Law No. 14,1555,” R.R.P., Oct. 21, 
1952, pp. 21-22. 
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would be diverted to lamb and pork and that production of 
hogs would receive a stimulus which ultimately would release 
more beef for export. Toward the end of the year a new Five 
Year Plan was adopted which gave primary emphasis to the 
recuperation of agriculture. The livestock targets in this plan 
called for an increase by 1957/58 of 10 per cent in cattle num- 
bers, 60 per cent in hogs, and 5 per cent in sheep.** Although 
the question, “per cent of what?’ continued to be heard, it was 
expected that returns of the recent census would provide the 
answer. 

In the meantime the general outlook improved. The removal 
of price ceilings for cattle in Buenos Aires and Rosario had been 
followed by a “remarkable” resurgence of cattle offerings in 
the central markets. “Here we have yet another demonstration 
of the efficacy in practice of the free price system, and its supe- 
riority over direct controls,” editorialized The Review of the 
River Plate.** Market entries from mid-October were high by 
recent standards, almost as high as in 1949. They were in fact 
so numerous in the second week of December that the free mar- 
ket prices reacted typically, with a vertical drop on December 
15. The interesting thing about the lots of cattle offered was 
the overwhelming proportion of steers and the number of head 
remaining unsold at the end of the day, neither of which circum- 
stance is ordinarily associated with inadequate stocks.** Never- 
theless, when a new bulk meat contract with the British was 
concluded at the year’s end, calling for shipment of 162,000 
tons of beef in the following year, doubt was cast upon the 
country’s ability to fulfill its commitment even with domestic 
consumption restricted. “The incognito for most people who 
have some knowledge of the present-day position of Argentine 
cattle stocks, their composition as well as their probable numbers, 
is whether, in fact, even the diminished quantity of beef sides 
provided for is attainable.” *° 


82““The Second Five Year Plan” (text), R.R.P., Dec. 9, 1952, p. 35. 
=REP., Nov. 8, 1952, p. 12. 

34 Leonard, ‘Rural Notes,” R.R.P., Dec. 19, 1952, p. 18. 

35 R.R.P., Jan. 9, 1953, pp. 7, 8. 


LESS BEEF IN THE PLATE? 19 


The 1953 Shortage 

This doubt was soon confirmed. Cattle offerings at the Lin- 
iers Market slipped off at an alarming rate as January neared its 
end, and did not recover in February. By the first week of March, 
Buenos Aires was once more in the throes of an ‘‘acute’’ meat 
shortage, with the population on very short rations indeed.” 
Retail meat prices, then food prices generally, soared. Effective 
March 9, packers were required to supply stipulated quotas to 
the Buenos Aires market before filling export orders. When the 
retrogression continued, what amounted to a total suspension 
was ordered on March 25. By that time the situation in Buenos 
Aires was much more grave than in September 1951.*’ 

As in August-September 1951, there was a welter of explana- 
tions. The London Times reported that “again the direct cause 
of the shortage is understood to be unwillingness of the cattle 
breeders to send animals to market in greater Buenos Aires 
because they consider the maximum prices fixed by the Govern- 
ment unremunerative.” “* Judging from reports published by the 
U. S. Department of Agriculture, the embassy in Argentina attrib- 
uted the shortage to the greater profits to be gained by selling 
in the interior.” 

According to Perén the meat crisis was part and parcel of “an 
efficiently directed and closely integrated campaign of calumny 
and abuse . . . organized for the purpose of discrediting his 
Government, spreading discontent and unrest among the workers 
by means of the manipulation of basic food prices and supplies 

..’*° The Ministry of Agriculture listed four causes: (a) The 
reconstituting of herds in response to abundant pastures; (b) 
increased meat consumption, particularly in the interior; (c) bet- 
ter prices in the interior than in the Buenos Aires market; and 
(d) “speculative excesses.’”"’ 


“6 R.R.P., March 10, 1953, p. 5. 

87 Times (London), March 7, 1953, p. 6; Ibid., March 26, 1953, p. 8. 
°S Times (London), March 7, 1953, p. 6. 

39 F.C.M., April 20, 1953, p. 357. 

40 R.R.P., April 10, 1953, p. 9. 

1 R.R.P., March 31, 1953, p. 16. 











20 INTER-AMERICAN ECONOMIC AFFAIRS 


The Review of the River Plate stuck to its original explana- 
tion of the periods of meat scarcity; that is, reduced cattle num- 
bers. The October 1952 issue of the Sintesis Estadistica Mensual. 
released in February 1953 by the National Statistical Agency, car- 
ried figures of controlled cattle slaughter for the country as a 
whole through 1951, the first time this series had appeared since 
the statistical blackout (Table 1). The Review's comment on 
the official data was: “If the annual production of cattle was in 
fact at the normal rate of around 23 per cent of stocks, total 
cattle herds in 1950 should have been about 44 million head, a 
figure which, in view of the severe droughts and heavy slaughter- 
ings in that year, is manifestly absurd. The last word on the 
matter will of course rest with the census figures taken last 
November, and which, as President Perén has promised, will 
shortly be published.” * 

On April 1, Perédn announced the total as 45 million head. 
The figure “astonished both expert and lay opinion in such mat- 
ters . . . because of the difficulty of reconciling such cattle abun- 
dance with the beef shortage of the past several months and the 
high prices which breeding stock have been fetching.” ** An 
increase of 4 million head since the 1947 census seemed incred- 
ible in the perspective of the 1949-50 drought and the recurrent 
supply crises since that date. 

Cattle prices in the Liniers Market were raised on March 31 
to a level 30 per cent above the average for the preceding 12 
months. At the same time producers were given a week in 
which to deliver cattle to Buenos Aires in sufficient numbers 
to take care of its needs, or face confiscation of herds.** When 
the order brought a “remarkable” recovery to the Buenos Aires 
cattle market in the first week of April, even the most skeptical 
conceded that cattle appeared to be available “when price con- 





42 R.R.P., Feb. 27, 1953, pp. 7, 9. 

48 Hoacio Giberti, “Cattle Stocks and Beef Supplies,” R.R.P., May 29, 
1953, p. 17. . 

44 New York Times, April 11, 1953, p. 6:2; E. A. Morrow, ‘Perén 
Threatens Seizure of Cattle,” bid., April 2, 1953, p. 15:1. 

**R.R.P., April 10, 1953, p. 12. 
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ditions are right.’ *° Those who were astounded at the high 
census count, but at the same time were disposed to believe that 
the census had been honestly made and compiled, looked else- 
where for the explanation of what appeared to be a large dis- 
crepancy between the facts of the moment and the census figure. 

On the subject of censuses, the following passage by an Argen- 
tine writer merits a digression: 


TABLE I — Argentina, Cattle Slaughter, Annually from 1934 
(Thousand Head) 


Year Total @ Controlled » Farm ¢ 
Me ary “Deas ee 
ee ain G598  —  § éeeee 
a ee ‘is ets 
1937 7,848 7,161 687 
1938 7,773 7,069 704 
1939 8,170 7,456 714 
1940 7,688 6,984 704 
1941 8,275 7,578 697 
1942 7,701 ; 7,138 563 
1943 7,226 6,698 528 
1944 7,088 6,520 568 
1945 6,583 5,975 608 
1946 7,917 7,186 Tt 
1947 9,407 8,733 674 
1948 9,203 8,597 606 
1949 9,480 8,931 549 
1950 9,898 9,396 502 
1951 3,978 8,474 504 
1952 8,785 8,228 557 
1953 7,821 7,263 558 
1954 8,145 7,594 551 





®For 1937-45 sum of columns 2 and 3; for 1946-51 from Argen- 
tina, Ministerio de Finanzas de la Nacién, Banco Central de la Republica 
de Argentina, Memoria Anual, 1952 p. 19; for 1952-54 from Sociedad 
Rural Argentina, Informe Sobre La Produccién Rural Argentina, 1954, 
p. 19, and ibid, 1955, p. 18. 

> Data for “‘frigorificos, fabricas, y Frigorifico Nacional de la Ciudad 
de Buenos Aires,” and for controlled slaughter in the interior; the data 
for 1946 and following not strictly comparable with earlier years because 
of expanded control. Data for 1934-50 from Argentina, Presidencia de 
la Nacién, Ministerio de Asuntos Técnicos, Anuario Estadistico de la 
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Census-taking is, of course, a recent development in this 
country. Until not very long ago, censuses were separated 
by long intervals during which both the technical depart- 
ments and the population in general completely lost not 
only the statistical habit, which they had never really ac- 
quired, but even the true notion of the nature of a census. 
The deficiencies arising from such lack of practice were 
greater in the case of specialized censuses than in those 
relating to the population in which the census taker goes 
from house to house gathering his information.“ 


It should be added, however, that in the past the Argentine 
government had given considerably more attention to maintain- 
ing counts of cattle than of the human population. There have 
been only three censuses of the Argentine population, and none 
between 1914 and 1947, whereas livestock censuses had been 
relatively frequent.*’ One might then have assumed that the 
methods of collecting and appraising cattle stocks were more 
refined than for other types of census. Nevertheless, the belated 
publication of the results of the 1947 livestock census, the incom- 
plete form in which they appeared, and the change in method 
introduced with the 1952 enumeration all created doubts as 
to the accuracy of the returns. But if, in spite of such doubts, 
the 1947 figure could be accepted implicitly, the 1947 and 1952 
returns were nevertheless not comparable because they had been 
taken at different seasons of the year, a fact which was pointed 
out immediately.** 


Republica Argentina, 1949-50, Tomo I, Compendio p. 145; for 1951-55 
received direct from the Direccién Nacional de Estadistica, Dec. 24, 1956. 

© Uncontrolled slaughter, including farm slaughter for home use. Data 
for 1937-45 from U.S. Department of Agriculture, Argentine Meat Pro- 
duction 1937-49 (For Agr. Circ., FLM 7-50, Nov. 20, 1950), p. 4; for 
1946-54 column 1 minus column 2. 


46 E. A. Coghlan, ‘Census Results Reveal Technical Pogress,” R.R.P., 
Nov. 19, 1954, p. 31. 

#7 An. Estad., 1948 I. Compendio, p. 69n. 

48 R.R.P., April 10, 1953, pr. 11. 
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Census Adjustments 


Just as the livestock censuses of 1947 and 1952 were not com- 
parable with each other, neither were they comparable with the 
three censuses which preceded them. Those of 1930 and 1937 
were taken on July 1 and June 30, respectively, which is the 
beginning of the southern hemisphere winter, when cattle num- 
bers are nearing the lowest point of the year. September 30, the 
date of the 1942 census, was at the beginning of the spring, 
with the calving season getting under way. The next census was 
taken on May 5, 1947, by which time of the year such adjustments 
in numbers have occurred as are occasioned by mortality among 
young calves, replacement of breeding stock, and slaughter of old 
cows and calves not considered suitable for fattening, but the 
months of heaviest slaughter lie ahead. The 1952 census in 
November, mid-spring, included probably two-thirds of the new 
calf crop. Yet for purposes of comparison, these censuses had 
always been treated as if they had all been taken on the same 
day of the year. 

As soon as the 1952 census returns were released,*’ Horacio 
Giberti, a member of the staff of the Argentine Rural Society, 
undertook to reconstruct the five most recent censuses on the 
basis of seasonality purely for the purpose of illustrating how 
seasonal factors affect cattle numbers. Upon examination, he 
found that in the 1930, 1937, and 1942 censuses the ratio of total 
cattle to the number of cows was remarkably consistent, whereas 
in the two later censuses the ratio was considerable higher. While 
recognizing that other factors influenced the discrepancy between 
the ratios of the last two and the earlier censuses, he decided 
that the evidence of seasonality appeared strong enough to justify 
applying the 1930/37 ratio (232100) to the number of cows 
reported in later censuses in order to obtain an idea of what 
stocks might have been had the enumerations all been made at 
mid-year. Table II summarizes his method and results. 


49 Argentina Ministerio de Asuntos Técnicos, Direccién Nacional del 
Servicio Estadistico, Censo Nacional Agropecuario de 1952; Existencia de 
Ganado Vacuno, Porcino y Lanar, Resultados Provisionales (Informe 
A.1, 2c Edicién: Buenos Aires, April 1953), p. 2. 
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TABLE II—Argentine Cattle Census Returns, Selected Years’ 


Ratio Adjusted total 
Census date Total Cows (total stocks (June 30/July 1) 
(thousands) (thousands) per 100 cows) 

Average 

July 1, 1930 32,570 14,065 232 32,570 

June 30, 1937 
Sept. 30, 1942 31,459 13,653 230 31,700 
May 10,1947 41,048 16,400* 250 38,000 
Nov. 11, 1952 45,263 17,635 257 40,900 


* Based on Horacio Giberti, ‘‘Cattle Stocks and Beef Supplies,” Revzew 
of the River Plate, May 29, 1953, Table 1, p. 17, 21. 

4"In the absence of official statistics, the number of cows has been 
estimated on the basis of a 40 per cent proportion of breeding animals, 
the authority for this being a statement by the former Minister of Agricul- 
ture (See Diario de Sesiones of the Chamber of Deputies of August 24 
and 26, 1949, page 2868)"—ibid, p. 17. 

Mr. Giberti’s adjusted total of 40.9 million head of cattle 
agreed closely with the forecast made by the United States De- 
partment of Agriculture in mid-April 1953 that Argentine cattle 
numbers on July 1 would approximate 41 million head.” The 
cattle census of Buenos Aires Province also seemed to lend cred- 
ence to the national census figure. 


Buenos Aires Province has been making annual censuses of 
livestock since 1916, and the methods have been refined to the 
point that the returns were regarded as more trustworthy than 
those of past federal censuses. Also after 1945 they had been 
taken on September 30 of each year. 


Cattle stocks in Buenos Aires Province fell off around 1.7 
million head between 1948 and 1950, in which period the drought 
was at its worst and slaughter at its heaviest." With 40 per 
cent of Argentina's cattle population localized in the Queen pro- 
vince, also with the 1948-50 drought less intense and protracted 
there than in the rest of the cattle zone, a loss as high as 5 


5° F.C.H., April 13, 1953, p. 333. 
51 R.R.P., Jan. 21, 1955, p. 14. 
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million head for the country as a whole was plainly possible, 
with concurrent and subsequent calvings canceling out part of 
it. Similar declines had occurred in the past but had been re- 
dressed when circumstances favored expanding herds. Then, 
between 1950 and 1953, in climatic conditions which were not 
always conducive to recuperating losses, Buenos Aires cattle 
numbers had advanced from 14.8 million head to 17.9 million 
head, surpassing for the first time the 1923 returns of 16.5 million 
head, which had previously been the all-time record for the pro- 
vince. The gain had been made in face of the high slaughter 
records of 1950 and 1951, already noted in Table I. In the 
light of such evidence, a recovery in the country as a whole of 
two or three million head and an additional increase between 
the censuses of 1947 and 1952 was clearly possible. 

There were those, of course, who still believed thaat the census 
total was fictitious—Perén . . . often has a highly individual 
approach to statistical questions’—and even some Peronista 
periodicals expressed doubts as to the accuracy of the returns 
when the following September (1953) found the Buenos Aires 
market once more experiencing a deficiency of entries.” The 
point was that knowledge of cattle numbers was not enough. 
La Res states the complaint which others have echoed: 

We have at hand a special publication in reference to 
the 1952 census, including synthetic monthly figures—excel- 
lent, no doubt—distributed by the Ministry of Technical 
Affairs. The National Ministry of Agriculture, on its part, 
has its own source of information. The official and private 
industrialization concerns, as well as other technical enti- 
ties, also compile interesting data relating to the different 
aspects of the problem.” 

In no one place, however, could one find assembled all the 
various statistical series needed for a proper understanding of 
the state of the livestock industry. There was no way of know- 
ing why cattle sales in the Linier Market and direct packing house 
purchases were 20 per cent lower in the first nine months of 


52 Economist, Oct. 3, 1953, p. 36. 
83 La Res, Sept. 20, 1953, p. 28.043. 











26 INTER-AMERICAN ECONOMIC AFFAIRS 


1953 than in the same period of 1952.°* Three months later, 
in December 1953, the Review of the River Plate noted that the 
“problem of an insufficiency of beef supplies [is] assuming, ap- 
parently, a permanent character...” °° The following December 
found La Res editorializing that ‘‘our national beef production 
ranks in numbers well below what local demand and export 
possibilities calls for . . . [;] we are practically meat deficient.” 
Within a few months the National Meat Institute published a 
memorandum that confirmed the first part of that statement. 


Beef Supply 

To this point, the discussion of the meat supply situation had 
been in terms of cattle and not of beef. The Meat Institute’s 
Bulletin, supplemented by the report of the Argentine Central 
Bank for 1952 (published in 1953), enabled Argentines for the 
first time to appraise what had happened to beef production and 
consumption since the end of the war. (Table III). 

Prior to 1947, the peak year of Argentine beef production was 
1924, following which there was a falling off as foreign markets 
and domestic demand contracted. A recovery set in toward the 
middle of the 1930's, and in the years 1937-42 the annual out- 
put fluctuated between 1,676,000, and 1,840,000 tons, with the 
average 1,737,000 tons. Drought in 1942 and packinghouse 
strikes in 1945 and 1946 led to lower produtcion in the next 
four years, which averaged some 180,000 pounds a year under 
that of the first six of the ten year period. Then, beginning in 
1947 and continuing through 1950, Argentina produced more 
meat in each year than at any other period in the history of its 
cattle industry, with the average of the four years topping 2 
million tons, and with only one year—1948—falling below that 
amount. Even in the years of meat scarcity in Buenos Aires, 
1951-1954, total beef production was in excess of the 1937-42 
average, although the annual records of 1952-54 were lower than 
that of 1939. 


54 Computed from La Res, Jan. 5, 1956, p. 30.814. 
55 R.R.P., Dec. 22, 1953, p. 6. 
56 Ta Res, Dec. 5, 1954, p. 29.679. 
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In terms of total meat, the record was somewhat different. 
Unfortunately, discussion of this point can be at best only sug- 
gestive. Estimates of total production of mutton, lamb, and pork 
are not available. Except for beef, statistics of meat produced 
under controlled slaughter in the country as a whole do not extend 


TABLE III]—Argentina, Meat Production, Annually from 1937 
(Thousand Metric Tons) 


Lamb, Pork 
Year Total Beef mutton 
er. Gath case —~—Csibmwes 
nl ACES ar sins 
1959 avs lett 
tus 1676 cesses 
ee pi LB lees aol 
1942s 1,713 ° a ae 
1943 dis 1,591? ee 
19944000 haus 1619 . 
1945 nn. Cees t—<“it«~S 
1946 2,207 1,682 306 219 
1947 2,459 2,024 311 124 
1948 2,345 1,958 239 148 
1949 2,387 2,003 213 171 
1950 2,373 2,044 170 159 
1951 2,171 1,880 154 137 
1952 2,110 1,788 195” 127* 
1953 2,102 1,765 193” 144° 
1954 2,155 1,795 210” 150” 


Data for all meats 1946-51 from Argentina, Ministerio de Finanzas 
de la Nacion, Banco Central de la Republica de Argentina, Memoria 
Anual, 1952, p. 19; data for beef and veal 1939, 1944, 1952-54 from 
Argentina,. Presidencia de la Nacién, Secretaria de Prensa y Difusién, 
DirecciénGeneral de Prensa, Importante Informe Ha Dado A Conocer el 
Instituto Nacional de Carnes (Memorandum Informativo, No. 105, April 
12, 1955), p. 2. 

@ Approximate.—Production in “‘frigorificos, fabricas y Frigorifico Na- 
cional de la Ciudad de Buenos Aires’’ as officially reported in Argentina, 
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back beyond 1946. Production of lamb and mutton in frigori- 
ficos and the Buenos Aires packing house registered a consid- 
erable increase between 1938 and 1947 but, after a drastic drop 
in 1950 and 1951, returned to the 1934-37 level in 1952 and 
1953 (and continued at that level in 1954 and 1955). Beginning 
in 1941 and continuing through 1945, frigorifico production of 
pork was the highest in Argentine history, a result of the war- 
time closing of foreign markets for Argentina’s corn. Despite 
a decline since 1946, the production record had been better 
maintained in the postwar years than was that of lamb and mut- 
ton, although the trend has been downward. Since 1947, pro- 
duction of both types of meat had been much more consistent 
in the interior of the country than in the central abattoirs, but 
followed the declining trend noted there. (Table IV includes 
estimated total beef production and controlled production of 
mutton, lamb, and pork. It shows that, through curtailment of 
exports, the availability of meat for the domestic market was 
maintained at a fairly constant level between 1948 and 1954, with 
the exception of 1950). 

What made for so much pessimism was that the government 
of the United Kingdom had abandoned meat rationing and its 
role of state trader in beef on July 1, 1954. Immediately there- 
after British meat prices had shot upward. Unfortunately for 
Argentina, however, it had been unable to fulfill the amounts of 
meat it was committed to supply the United Kingdom under con- 
tract. Until that was done, it was bound by prices established 
in that agreement.®’ 


Presidencia de la Nacién, Ministerio de Asuntos Técnicos, Anuario Estad- 
istico de la Republica Argentina, 1949-50, Tomo 1, Compendio, p. 165; 
plus our roughly approximated meat equivalent of the interior slaughter 
reported in zbid, p. 157, and of the farm slaughter reported in U.S. 
Department of Agriculture, Argentine Meat Production 1937-49 (For. 
Agr. Circ., FLM 7-50, No. 20, 1950), p. 4. 

> Approximate. Production in ‘‘frigorificos, fabricas, y Frigorifico Na- 
cional de la Ciudad de Buenos Aires” received direct from the Direccién 
Nacional de Estadistica y Censos, Dec. 24, 1956; plus our roughly approxi- 
mated meat equivalent of interior and farm slaughter. 


57 F.C. Wkly, March 8, 1954, p. 12. 
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Actually, the prospects were not as gloomy as they appeared. 
Even at the time that La Res was complaining, in an editorial 
entitled ““A Bad Turn,” that Argentina was “practically meat 
deficient,” the situation had taken a turn for the better. For 
November 1954 the aggregate transactions of the packers and the 


TABLE I1V—Argentine Meat Production, Exportation, 
and Consumption, 1946-54 


(Thousand Metric Tons) 


Domestic (per cent 
Year Total @ Export > Consumption of total) 
1946 2,207 548 1,659 Toe 
1947 2,459 687 1,7 is 72.1 
1948 2,345 509 1,836 78.3 
1949 2,387 497 1,878 79.7 
1950 2,373 346 2,027 85.4 
1951 2,171 294 1,877 86.5 
1952 2,110 236 1,874 88.8 
1953 2,102 269 1,833 87.2 
1954 2,199 284 1,871 86.8 


8 From table three. 

> Argentina, Presidencia de la Nacién, Ministerio de Asuntos Técnicos, 
Direccién General del Servicio Estadistico Nacional, Sintesis Estadistica 
Mensual; Ministerio de Hacienda, Direccién Nacional de Estadistica y 
Censos, Boletin Mensual de Estadistica. 
Buenos Aires market were higher than in the previous November 
by almost 100,000 head, and were more than 20 per cent above 
the 1949-52 average. In consequence of the year-end improve- 
ment in numbers, sales for the year were slightly higher than in 
1953, though still below the average for 1949-52. These sales, 
of course, were for all purposes, not for slaughter alone; it is 
significant, however, that the real improvement was in direct 
purchases by packers, which indicated the higher availability of 
steers of slaughter grades and weights.** At first this was not 
interpreted as a fortunate reversal of a disastrous trend, but an 
omen of worse times to come. Drought conditions had appeared 


58 R.R.P., Dec. 10, 1954, p. 11; ibid., Jan. 11, 1956, p. 9. 
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at the begining of the Argentine summer, and the November- 
December offerings were attributed to that. However, the trend 
that began in late 1954 continued. 

Controlled slaughter of cattle in 1955 was estimated by the 
Ministry of Agriculture at 9.4 million head,** second only to 
that of 1950 and almost 2 million head greater than in 1954, 
an increase of 24 per cent (see Table I for comparisons). This 
information was not known at the time, but the evidence of 
recovery was strong enough not to need statistical confirmation. 
Meat supplies were so ample that in August 1955 the government 
temporarily suspended the beefless days and restrictions on cattle 
slaughter imposed in February 1952, and the suspension was 
made permanent in November by the administration which over- 
threw Perén. Shipments under the final British meat contract 
had been completed in May, and a striking recovery was made 
in the export trade during the remainder of the year.*° 

Some of the explanation of the larger supplies had been there 
to read for some time: recovery from drought, reduction in the 
slaughter of cows and heifers, and successive increases in the 
scale of official cattle prices. Also the March shortages of 1953 
had apparently convinced the government that incentives must 
be offered to stimulate livestock production if the country was 
to profit from the restoration of free trade in meat by the United 
Kingdom, and the badly needed foreign exchange earnings which 
that trade could provide. Therefore, in May 1953 a policy of 
liberal long term credits was put into effect; that and the attrac- 
tive prices then prevailing caused cereal farmers and outsiders 
to go into the cattle business. Many breeders also expanded their 
operations by retaining their animals throughout the fattening 
cycle, rather than disposing of stock cattle elsewhere. It was 
apprehended in some quarters that these people had begun to 
abandon their new activities when the depression of cattle prices 
consequent upon abundant supplies coincided with a more lib- 


59 Vicente Peluffo, ‘““Quantos Novillos Hay en el Pais?” La Res, May 
20, 1956, p. 31.117-31.118. 

6OR.R.P., Aug. 19, 1955, p. 16; Ernesto Tornquist & Co., Business 
Conditions in Argentina, Dec. 1955, p. 79. 
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eral price policy for cereals, making arable farming more remun- 
erative that it had been for some years.™ 


The Ministry of Agriculture had estimated cattle stocks in 
1954 at 43.6 million head; and if there were any significant 
reductions below this level, then Argentina could expect once 
more to find itself with inadequate meat supplies. That was one 
point of view. There was another which, though conjectural, 
rates a hearing. 

Not all Argentine specialists accepted the Ministry of Agri- 
culture’s cattle estimate for 1954. Contrary to the school of 
opinion already cited, they though the 1952 census returns, instead 
of being too high, were too low. One of them, Vicente Peluffo, 
asserted that no post-census checks had been taken to verify the 
accuracy of returns. Statisticians in the federal and provincial 
governments, regardless of their technical competence, lacked the 
knowledge to make necessary adjustments to reduce the margin 
of error; this was largely the result of the “idiosyncracy of our 
settlement pattern, the dispersion of population centers, low pop- 
ulation density, and deficient means of communication.” The 
approximate accuracy of the national census total could not be 
verified by comparison with the provincial censuses of Buenos 
Aires Province, which he stated had become perfunctory, and, 
more important, were prone to the same errors as the national. 
Insufficient allowance was made for the known propensity of 
producers to under-report their cattle holdings, and in 1953 and 
1954 ‘‘there is no doubt that the tendency to restrict their declara- 
tions had been influenced by the open hostility of the dictator 
and the compulsive mehods adopted to force cattle sales.’’ ** 

It will be recalled that one of the three most widely accepted 
explanations of the 1951 shortage was that cattle growers, in 
protest against government intervention in the meat trade, were 
withholding stock from the Buenos Aires market. As time went 


61 L. J. M. Stallard, “Rural Notes,” R.R.P., Oct. 21, 1955, p. 31; R.R.P., 
Sept. 29, 1956, p. 16; R.R.P., June 11, 1956, pp. 7, 26. 

62 Peluffo, ““Quantos Novillos Hay en el Pais?’’ La Res, May 20, 1956, 
p. 31.117-31.-118. 

63 [bid. 
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on, the running debate in the press as to the magnitude of 
drought-induced losses and the increasing official emphasis on 
curtailing domestic meat consumption tended to overshadow the 
producing class as a causative factor in the subnormal cattle 
offerings in the central markets. But according to Peluffo, 
clandestine slaughter of animals in small interior towns and on 
the fringe of the metropolis for sale on the black market was 
so extensive during 1951-54 that uncontrolled slaughter may have 
doubled or tripled the official estimate. Actual slaughter may 
have been as much as a million head higher than the official 
figure. Using official statistics of controlled slaughter and frag- 
ments of other series released later in conjunction with the cen- 
sus returns, he arrived at a figure of 51.8 million head as more 
nearly approximating the actuality of cattle numbers in 1952. 
Carrying his computation further, he concluded that in May- 
June 1955 the cattle count might well have been 55-56 million 
head, in contrast with the official estimate of 43.6 million head 
for 1954. A more conservative private estimate for 1953-54 
was that of Carlos Moyano Llerno, whose figure of 51.5 million 
head nevertheless was closer to Peluffo’s than to that of the 
Ministry of Agriculture."* 

The reason for such private attempts to reconstruct the off- 
cial statistics was the difficulty in accounting for the abundance 
of cattle in 1955-56 after a sequence of lean years such as have 
been described. From scarcity to glut in two years! exclaimed 
La Res. “It is impossible not to conclude that there has been 
an accumulation of errors.” °° If drought losses had not been as 
severe as some of the estimated,”° if recovery had occurred earlier 


64 Tbid. 

6 Ta Res, July 20, 1955, p. 30.263. 

66 It is of interest that La Res did not attribute the 1951 shortage to 
the drought, but blamed it on the British government for its refusal to 
abandon state trading in beef and for its failure to reimburse foreign 
supplies adequately. Later it asserted that the drought was not the cause 
of the shortages, that Argentine catle herds had recovered from droughts 
as severe as that of 1949-51 without any such protracted evidence of 
scarcity as was then being experienced. Ibid., Aug. 20, 1951, p. 26.373; 
ibid., May 5, 1952, p. 26.973. 
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than indicated by the evidence, including the 1952 census returns, 
then the expansion of herds which followed upon the extraor- 
dinary credits offered in May 1953 could well have led to over- 
expansion. All such reasoning, of course, was speculative. 
“Disgracefully, the lack of a complete and orderly pres- 
entation of published statistics leaves the reader interested 
in the present status of the livestock industry in obscurity, 
and necessitates that he resort to the old expedient of con- 
sulting with those friends supposed to be better informed 
by having either direct or indirect contact with official 
spheres.” °” 
The exact knowledge, or at least a reasonably accurate approxi- 
mation, of the number of cattle in the country was imperative. 
A new cattle census was needed. The Review of the River Plate, 
which was among those which apprehended that the crisis of 
abundance might portend future shortages, echoed the sentiment.”* 
The Minister of Agriculture claimed that there was no crisis; 
that the shift to cereal farming which had followed the establish- 
ment of higher grain prices had only redressed an imbalance in 
the agricultural sector which was detrimental to the country’s 
economy. One reaction to the Minister’s explanation was that 
“this official view that the present cattle ‘crisis’ is more apparent 
than real is necessarily founded only on the hope that such may 
prove to be the case and not on any more statistically conclusive 
evidence.” °° 


The Minister prepared to supply the evidence by ordering a 
livestock census for June 30. Three months later he announced 
the results in a public address: total cattle numbers in excess of 
49 million head. This figure caused The Review of the River 
Plate, momentarily overlooking its own role as a Jeremiah during 
the years of beef shortages, to retort: 


One recalls an official pronouncement on the losses of 
cattle from the 1949-50 drought and their description, in 


67 Peluffo, op. cit. 


68 [bid.; R.R.P., June 11, 1956, p. 7. 
°° R.R.P., June 11, 1956, p. 10. 
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impressionist rather than in statistical terms, as ‘calamitous.’ 
That was obviously an exaggeration as these latest figures 
prove, but it was on that basis that for several years after- 
wards cattle slaughtering policy was laid, beef exports 
periodically suspended, and curiously half-hearted attempts 
made to curtail domestic consumption." 


The comment was premature. The actual census total was 
45,396,000 head on June 30, 1956, as against 45,263,000 reported 
on November 11, 1952; the 49 million figure first announced was 
an adjustment to eliminate the seasonal distortions for purposes 
of comparison."* Instead of cushioning the shock by subordi- 
nating the real figure to the adjusted total, the Minister's an- 
nouncement had the opposite effect, especially since he also 
estimated that cattle slaughtering in 1956 would probably reach 
11.7 million head. This revived the question of over-slaughter, 
with the possible consequence of future scarcity. 


Whether one compares the actual census count in 1952 with 
the adjusted total for 1956, or the adjusted figure for 1952 and 
the actual count for 1956, there appears to have been an increase 
of 4 million head of cattle between the two census periods. When 
Perén’s Second Five Year Plan of 1952 set a target of a 10 per 
cent increase in cattle numbers by 1957/58, it had appeared as 
an improbable eventuality, yet it had almost been met by 1956. 
The gains were registered in face of a system of controls which 
were regarded as obstacles to an expansion of the industry, also 
in face of an unprecedented domestic demand for beef. 


There seems little reason to believe that the Argentine cattle in- 
dustry can not continue to maintain high levels of production even 
if the requirements of a steadily mounting population should 
require that the area in which the industry is conducted be 
appreciably narrowed by diversion of pastures to the production 
of food and industrial crops. This could be accomplished by 
adoption of standards of efficiency and economical use of the 
pastoral base which, up to the present, Argentine cattle pro- 


0 Ibid., Oct. 9, 1956, p. 16. 
"1 Ibid., Oct. 19, 1956, p. 7. 
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ducers generally have felt little need and, in the recent past, 
have had little opportunity to adopt. It is noteworthy that the 
expansion of herds recorded by the 1956 census was to a large 
extent accomplished by the old methods which are agreed by 
responsible Argentine opinion to be obsolete. 

In any event, the problem of the present is not one of “less 
beef in the Plate.” As in the late 1920's, British cattle producers 
charge that plentiful imports of Argentine beef are depressing 
meat prices. Their counterparts in Chile demand that imports 
of Argentine cattle be restricted.”* But the Argentine consumer 
has no cause for complaint. He at least benefits from the 
present abundance. 


*2 Economist, Sept. 8, 1956, p. 782; La Res, Apil 5, 1956, p. 30.979; 
ibid., June 5, 1956, p. 31.133-34; F.C.M., Oct. 22, 1956, pp. 13-14, 








The British Foreign Office 
and 


The Renewal of Anglo-Mexican 
Diplomatic Relations, 1867-1884 


By Alfred P. T: ischendorf * 


A study of the relations of Great Britain and Mexico from 
the execution of Ferdinand Maximilian to the end of the Diaz 
epoch is long overdue. British diplomats withdrew from Mexico 
in 1867 and for nearly seventeen years no official relations existed 
between Britain and the Republic. Spurred on by pressure from 
potential British investors, traders, certain members of the For- 
eign Office, disgruntled bondholders, and the Mexican govern- 
ment’s expressed fear of American domination, the two countries 
signed a Preliminary Agreement restoring diplomatic intercourse 
in August 1884. The rapprochement was a necessary prelude 
to the expansion of British economic interests during the admin- 
istration of Porfirio Diaz.* 

In August 1867 a British consul, Frederick Glennie, appeared 
before a judge in Mexico City to discuss the intestate property 
of a British subject. Glennie was there informed that he could 


* Instructor in History, Duke University. 

Records of Limited companies that concluded business activities before 
1917 have recently been transferred from the Company Registration Office 
in Bush House, London, to the Public Record Office. A careful examina- 
tion of these files reveals that 303 Limited ventures were registered in 
London from 1876 through 1910 to work in the Republic. Only 20 
companies were registered for Mexican operations when diplomatic rela- 
tions were renewed in 1884. 
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not be recognized in his official capacity.” When Glennie re- 
quested an explanation from the Minister of Foreign Affairs 
he was told that the Juarez government would have no com- 
munication with agents of those powers who had recognized 
Maximilian’s regime. On October 25, 1867 the British Foreign 
Secretary, Lord Stanley, informed his country’s legation in Mexico 
City that: 


the decision of the Mexican Government . . . renders it 
no longer compatible with the dignity of Her Majesty's 
Government to keep up in Mexico even the semblance of 
a Diplomatic Mission.* 


On December 8 President Juarez told the Mexican Congress and 
the nation of the decision that had been conveyed to Glennie 
in August. Judrez, motivated by financial considerations and 
widespread public resentment toward those nations which had 
participated in the first stages of the intervention in 1861, also 
declared that treaties and conventions between Mexico and 
these countries were cancelled.*| Among the agreements dis- 
avowed by Juarez was the English Convention of 1851. His 
repudiation of assignments of customs duties made to Mexico's 
foreign creditors prior to 1861 fell squarely on the convention 
bondholders. Also affected were the London bondholders, like 
the convention group heirs to decades of Mexican revolution 
and firiancial chaos. The par value of Mexican government se- 
curities held by the London bondholders at the time of the diplo- 
matic rupture was £22,341,322 and those held by the convention 
bondholders was £996,983.° A brief history of these bonds is 


2 Great Britain. House of Commons Sessional Papers, 1867-68, LX XIII, 
Paper relating to the withdrawal of the British mission from Mexico, 
1867-68, iCmd. 3989}. 

3 [bid. 

*Edgar Turlington, Mexico and Her Foreign Creditors (New York, 
1930), pp. 1-170, presents a general view of the bondholders’ activities 
from 1824 to 1867. 

® Edward Kohzevar, Report on the Republic of Mexico to the Council 
of Foreign Bondholders (London, 1886), p. 9; John Walsham, Obser- 
vations on the question of a renewal of relations with Mexico and its 
connection with the obligation of the Republic to recognize the claims of 
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essential to an understanding of Anglo-American relations after 
Lord Stanley’s note of October 25, 1867. 

The convention bondholders were originally those British citi- 
zens who suffered economic or physical injuries in Mexico before 
1842 and whose claims were officially protected by the British 
government.® A settlement of these claims was arranged in 
1842 by representatives of the two nations but the agree- 
ment was never carried out. In 1851, however, claims totalling 
£996,983 were consolidated into the ‘Doyle’ or ‘“British’’ Con- 
vention and 12 per cent of the annual maritime customs revenue 
was assigned to the convention bondholders. In 1852, after 
Mexico defaulted, she agreed to assign an additional 3 per cent 
of the customs revenue to pay off the arrears. Default again 
occurred in the wake of political strife and no important arrange- 
ments were made with the convention bondholders until 1859. 
On January 22 of that year the ‘conservative’ faction placed 
General Zuloaga in the presidential chair in Mexican City. De- 
spite Juarez'’s claim to the same office it was from the Zuloaga 
government that British minister L. C. Otway secured an agree- 
ment to give the bondholders 6 per cent interest a year. The 
annual customs house allotment was increased to 16 per cent and 
the Otway Convention was approved by the British government. 

The London bondholders represented the loans made to Mex- 
ico in 1824 and 1825. They then amounted to approximately 
£10,000,000.*. The London bondholders’ security for the repay- 
ment of the loans was not based on an international agreement 
like that of the convention bondholders, but only on a private 
arrangement with the Mexican government.” On October 14, 
1850, following frequent conversions and recurrent default, a 


British creditors, Confidential, November 15, 1881, Public Record Office, 
London, Foreign Office Archives, Mexico (cited hereinafter as FO 50), 
Vol. 437. 

® Edward Hertslet, Memorandum as to how Her Majesty's Govern- 
ment are bound to support the claims of British subjects against Mexico, 
Confidential, Novemer 9, 1881, FO 50, Vol. 437. 

7 For a list of the loans made to Mexico from 1824 to 1864 see Cor- 
poration of Foreign Bondholders, Annual Report (London, 1877). 

8 Hertslet memorandum, NovemPer 9, 1881, FO 50, Vol. 437. 
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law providing the basis of a settlement of Mexico's foreign debt 
was passed by Congress. Interest on the London securities ceased 
in 1854 and four years later the assignments mortgaged to the 
bonds were appropriated by the so-called Juarez government. 


Until 1859 the paths of the convention and London bond- 
holders were clearly separate, with only the former having the 
official protection of the British government. In 1859 a con- 
tingent of the British Navy anchored off Vera Cruz and its 
Captain demanded the Juarez “government” pay interest on 
both the London and convention debt.° After two weeks of hag- 
gling 25 per cent of the customs revenue was set aside for the 
London bondholders and 16 per cent for those who held con- 
vention bonds.’® In 1860 the Mexicans also assented to an addi- 
tional assignment of 10 per cent of the import duties collected 
at Vera Cruz and Tampico. The two arrangements of 1859-60 
were later referred to as the Dunlop-Aldham Convention. 


The fortunes of the convention and London bondholders again 
diverged after 1860. The next significant phase in the history 
of the convention debt came in 1867 when Juarez cancelled the 
English Convention and withdrew the assignment of customs 
duties. His decree, Juarez emphasized, did not mean that Mex- 
ico repudiated its obligation to pay the convention bondholders.” 
It meant that Mexico denied the international character of the 
agreement and thus no longer considered the convention bond- 
holders under the protection of the British government.” The 
position of the London bondholders was more complicated and 
proved an increasing source of concern and annoyance to the 
Foreign Office. The London bondholders insisted that as a 
result of the Dunlop-Aldham agreements they, like the conven- 
tion bondholders, now fell under the international agreements 


° Ibid. 

10 Joaquin D. Casasus, Historia de la Deuda Contarida en Londres 
(Mexico, 1885), pp. 334-35. 

11 See Diario Oficial, April 27, 1876, and for a similar statement relat- 
ing to the Spanish convention see Turlington, p. 174. 

12 Foreign Office, Unsigned memorandum on the proposed renewal of 
diplomatic relations with Mexico, March 14, 1883, FO 50, Vol. 443. 
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recognized by the British government.’* The London bondholders 
offered further evidence which they felt bolstered their claim 
for official protection. The United States, in an effort to halt the 
European tripartite intervention of 1861, volunteered to under- 
take the payment of interest due to Mexico's creditors for a short 
period. Britain's Prime Minister, Lord Russell, refused the 
offer. The bondholders then declared that while they agreed to 
Russell’s right as their trustee to reject the proposal, the British 
government had assumed all responsibility of the trust by his 
action."* Juarez, however, took another approach to the London 
bondholders’ problems. In 1864 they were the chief supporters 
of a loan floated by Maximilian’s government. On the same 
day the Archduke approved a contract with a London banking 
house for the loan, a decree converted arrears on the London 
debt into new 3 per cent bonds totaling £4,864,800."° Three 
years later when Juarez repudiated the assignment of customs 
duties made under the Dunlop-Aldham agreement, he did so on 
grounds that the bondholders had released the Republic from 
this arrangement by their deal with Maximilian. The London 
bondholders maintained that the settlement of 1864 related only 
to arrears on the 1850 debt and not to the debt itself. Juarez 
only replied that his administration would be willing to consider 
new arrangements for paying its debts.’* In such a situation it 
was inevitable that the London bondholders, anxious to receive 
interest on their holdings, would push vigorously for a restora- 
tion of diplomatic relations and a settlement of their claims." 


‘8 The British government did not often interfere on behalf of those 
who freely lent their money to foreign powers, although it averred the 
right to do so if conditions warranted. Lord Palmerston’s pronouncement 
of this policy in 1848 may be found in Sir John Williams, International 
Law and International Financial Obligations Arising from Contract, Ul 
(Leyden, 1923), pp. 10-11. 

14 Hertslet memorandum, November 9, 1881, FO 50, Vol. 437. 

18 Diario Oficial, May 4, 1868. 

6 Turlington, p. 174. 

‘7 The Foreign Office felt that perhaps a third group had some right 
to official consideration. On June 26, 1866 an Anglo-Mexican treaty 
arranging for the settlement of various claims by British citizens against 
the Republic after 1842 was signed. One British source estimated that 
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The London bondholders began to agitate for a renewal as 
soon as the British diplomats withdrew from Mexico in 1867. 
Their cause was championed mainly by the Mexican Bondholders’ 
Committee, a group that included Sir Provo Wallis, an Admiral 
of the Fleet, and was represented in Parliament by H. B. Sheri- 
dan. The committee’s agent, E. J. Perry, was sent to Mexico. 
This group exerted pressure on the Foreign Office and was also 
in frequent contact with any persons that might assist their 
cause. Wiliam H. Seward and Hamilton Fish, for example, were 
approached before 1876 in an attempt to obtain their inter- 
position in the diplomatic stalemate.'* The London bondholders 
made at least four unsuccessful attempts between 1867 and 1876 
to induce Mexico to resume payment of interest on the securities."® 

The London bondholders received little satisfaction from dis- 
cussions with the Foreign Office before 1876. Lord Stanley 
stated in 1868 that Britain was not responsible for the diplomatic 
breach. Mexico had chosen, unwisely he thought, to view the 
British recognition of Maximilian as an act of hostility against 
the Republic. The factor of Britain’s self respect would not 
allow the Foreign Office to ask Mexico to reconsider its decision: 

All I can say is that whenever they may think it right 

to take what I will . . . call a more rational view, and show 

a wish to make up this difference, they will not find any 
difficulty in the way of a reconciliation on our part.”° 

On October 9, 1869 Lord Clarendon, then Foreign Secretary, 

told representatives of the London bondholders that Mexico had 

offensively put an end to official relations. If Mexico wished 

to renew normal intercourse she should make known her willing- 

ness in proper form, for example through either the German 


the claims totaled about £270,000 but no decision as to the exact sum 
involved had been made when Juarez disavowed the agreement in 1867. 
See Hertslet memorandum, November 9, 1881, FO 50, Vol. 437; Foreign 
Office memorandum, March 19, 1883, FO 50, Vol. 443. 

‘8 Perry's correspondence with Seward’s aide can be found in FO 50, 
Vol. 439; also see Simon Stevens (Tehuantepec Railway Company) to 
Earl of Derby, January 8, 1877, FO 50, Vol. 439. 

19 Negotiations took place in 1868, 1870, and 1874. 

20 Foreign Office memorandum, Arpil 14, 1869, FO 50, Vol. 439. 
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or Italian ministers in Mexico City.** Mexico would have to 
recognize all conventions and treaties with Great Britain or at 
least substitute others mutually agreed on.”” This seemed unlikely 
since Juarez had taken the opposite view regarding the first 
demand and Mexican public opinion in the 1870’s was in no 
mood to consider new proposals for paying old debts.** The 
Foreign Office continued to express its willingness in Parliament 
to renew relations, always with the stipulation that the formal 
initiation come from Mexico.** Yet when Porfirio Diaz became 
President of Mexico on April 2, 1877 Anglo-Mexican relations 
stood exactly where they had at the beginning of the decade. 


Admittedly there was little reason for the Foreign Office to 
modify its position prior to 1876. British investors were little 
concerned with Mexican enterprise between 1867 and 1876.” 
Mexico was seldom mentioned in London financial magazines 
as a field for profitable investment.”* Apparently there were few 
Briish subjects in the Republic and the Foreign Office seldom 
received complaints of ill-treatment during these years. Most of 
the protests that arrived at the Foreign Office were directed 
against state governments and officials reasoned that the cen- 
tral Mexican authorities were too weak to obtain redress even 
if claims were made.” 


21 [bid. 

*2 Foreign Secretary to Law Officers of the Crown, September 15, 1871, 
FO 50, Vol. 439; Law Officers to Foreign Secretary, October 5, 1871, 
FO 50, Vol. 439. 

23 Graham Dunlop (British resident in Mexico) to Foreign Secretary, 
May 12, 1874, FO 50, Vol. 439. 

*4 Hansard’s Parliamentary Debates, 1868-69, Vol. CXCV, p. 845; 
CXCVII, p. 110; CXCVIII, p. 897; 1871, CCVII, p. 1883; 1883, 
CCXVII, p. 1563; 1874, CCXVIII, p. 1878. 

*® Fourteen British-controlled Limited companies were listed at the 
Company Record Office in London between 1868 and 1876 to work in 
Mexico. Only four concerns were active in the Republic between 1868 
and 1876. 


*6 See, for example, the South American Journal, Herapath's Railway 
and Commercial Journal, and Mining World. Complete files of these 


journals may be found in the British Museum or in the Colindale branch 
of the Museum. 
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The pattern of Anglo-American relations changed in various 
ways between 1876 and 1880 and resulted in British diplomats 
making the first unofficial move for a renewal of diplomatic inter- 
course in the latter year. In 1876 the Foreign Office had reason 
to believe that a victory by Diaz in his revolutionary adventure 
might create an atmosphere favorable to a renewal.** This opti- 
mism pervaded business circles in England. On December 12, 
1876 a memorial from the Association of Chambers of Commerce 
of the United Kingdom called attention to the volume of trade 
between Britain and Mexico.*’ Fifty-two branches of the Asso- 
ciation signed the letter, which alleged that some 200 British 
ships had been annually registered at Mexican ports in recent 
years—far more than by any other European power.*” The mer- 
chants declared that the presence of British diplomats would bene- 
fit British trade by obviating the need to make deputations 
through foreign consulates. Their main complaints were directed 
at Mexico’s strict regulations regarding ships’ manifestos. The 
slightest infraction brought heavy fines and it was difficult for 
even the most zealous company to avoid considerable loss each 
year. Until diplomatic protection was available, however, the 
merchants expected no other answer than the one given to Jenk- 
ins and Son Company in 1877: 

We have no representative in Mexico and Mexico none 
in England. I do not see therefore that we can help the 
shippers being robbed. They must comply with the Mexican 
regulations as best they may.” 


27 Foreign Office memoranum, List of claims made by British citizens 
on the Government of Mexico subsequent to the rupture of relations, 
October 10, 1883, FO 50, Vol. 443. 

°C. E. Bourdillon (attorney in Mexico City) to Derby, February 16, 
1876, FO 50, Vol. 429. 

29 Britain dominated the Mexican market in 1876, see Great Britain, 
Report on British Trade With Mexico, Commercial No. 36 (London, 
1885); Kohzevar, p. 159. 

°° Memorial from the Association of Chambers of Commerce to Derby, 
December 12, 1876, FO 50, Vol. 429. 

81 Jenkins and Son Company to Board of Trade, October 4, 1877, FO 
50, Vol. 429; Derby to Board of Trade, October 10, 1877, FO 50, Vol. 
429. 
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Between 1876 and 1880 British public opinion was aroused 
to the bondholders’ plight by London periodicals. The Raélway 
Journal felt it was like “stirring dirty waters’ to speak of the 
circumstances of Mexican bonds: ** 


In what vocabulary can we find words sufficiently strong 
to express the scorn and contempt which all honest men 
feel for such wretched defaulters as Bolivia, Costa Rica. . . 
and Mexico.** 


The Stock Exchange Year-Book reminded readers that no coun- 
try except Greece had a public debt upon which so little had been 
paid. The Mining Journal wailed that Englishmen trusted to the 
honor of Mexico to pay the bondholders; perhaps they should 
have invested their capital in developing the resources of the 
Empire.** Letters from the disgruntled bondholders themselves 
to the Foreign Office indicated the possibility of Britons invest- 
ing in Mexican enterprises, but demanded the settlement of debt 
problems and the renewal of diplomatic rapport as necessary 
prerequisites. Alexander Grant of Norwood, one of the letter 
writers, feared that capitalists from the United States would gain 
the upper hand in Mexico if relations were not soon renewed. 
German merchants were also competing for a share of the Mex- 
ican market. Britain could not afford to ignore a country which 
because of its “geographical and other advantages . . . will some- 
day become of great importance.” *° First, however, Mexico had 
to pay her creditors. 

The London bondholders did not retreat from their position 
that they had an “undoubted right’ to official consideration from 
the British government, but from 1876 to 1880 they focused 
their main efforts on direct negotiations with the Diaz admin- 
istration. In December 1878, for example, E. J. Perry concluded 
a strange agreement which made the adjustment of the debt 


82 Railway Journal (April 8, 1876), 414. 


33 Jbid., (July 29, 1876), 827. 

84 Mining Journal (February 21, 1880), 220 

85 Grant’s views are set forth in Grant to Derby, January 24, 1876, 
FO 50, Vol. 429; Idem to Idem, November 8, 1877, FO 50, Vol. 430. 
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dependent on the bondholders’ aid in constructing a railroad 
from Mexico City to the Pacific coast.** ~The bondholders rejected 
this financial blackmail and a modified proposal was turned down 
by the Mexican Congress. Mexico's offer had shown, however, 
that she was aware of the necessity of attracting foreign capital 
for internal improvements. This was further shown in the 
summer of 1880 when the government appointed a committee 
to study Mexico’s foreign debt.*’ This event was not lost on 
the Foreign Office for if a settlement between the London bond- 
holders and Mexico was made privately the British government 
would have no need to consider the matter during negotiations 
for a diplomatic renewal. 


Complaints of mistreatment from British subjects in Mexico 
increased between 1876 and 1880. Border squabbles on the 
northern frontier occasionally affected British interests.** Loss 
of cattle and horses due to raiding parties was the usual com- 
plaint, but the Foreign Office made no attempt to appeal to the 
Mexican authorities in such cases. William Ross, a Scotsman 
who lost $7,000 worth of cattle, received the usual form letter 
from London: 

I am to state that, as diplomatic relations are suspended 
between Her Majesty's Government and that of Mexico, 
His Lordship regrets that he is unable to tender you any 
assistance in this matter.*® 


Aside from the border troubles, a case involving a British naval 
deserter, and a few protests from British merchants in the Repub- 
lic, the other call for official protection came in 1879 from 
Lower California. Sir Francis Hoskins and a staff of English- 
men managed the Progreso mine at La Paz. They reported, 
through J. Kelly Woolrich of London, that Mexican revolu- 


’ Corporation of Foreign Bondholders, Annual Report, 1878, pp. 36- 
37. 

°7 Economist (September 18, 1880), 1090. 

38 J. Fred Rippy, The United States and Mexico (New York, 1931), 
pp. 282-95, presents a general survey of the problem. 

39 Foreign Secretary to William Ross, August 31, 1877, FO 50, Vol. 
430. 
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tionaries were preventing the shipment of ore from the port. 
At the request of the Foreign Office the Admiralty dispatched 
a warship to La Paz with the desired result.*° As British inter- 
ests in Mexico increased it was probable that calls for diplomatic 
protection would grow apace. 


Britons who between 1876 and 1880 organized eight com- 
panies to work in the Republic combined with others in England 
to urge that the Foreign Office make the first step toward a 
renewal of relations. In April 1877 a shareholder in the Trojes 
Mining and Smelting Company, Lord Huntley, sent the Foreign 
Office a petition signed by 21 Englishmen who were interested 
in Mexican enterprise. It requested a British diplomatic staff 
in Mexico to furnish protection for investors.** Three months 
later Simon Stevens of the Tehauntepec Railway Company empha- 
sized the need for a renewal of relations: 


The future prosperity of Mexico, rich as that country is 
in natural resources, and the success of public works . . . 
are so evidently dependent on the restoration of friendly rela- 
tions with Great Britain that I must ask . . . pardon for my 
earnestness in proposing the consideration of this matter.** 


Two weeks later, on June 25, 1877, Foreign Secretary Derby 
received a group of British investors, bankers, and members of 
Parliament to discuss the state of Anglo-Mexican relations. 
Derby sympathized with their interest in a diplomatic rapproche- 
ment as likely to be conducive to British enterprise, but insisted 
that Mexico would have to give some indication of a desire to 
resume relations.** Old agreements, the English Convention for 
example, would have to be recognized. Derby put this in writ- 
ing two months later when Robert Geddes, Manager of the 


4° Foreign Secretary to the Adimiralty, December 29, 1879, FO 50, 
Vol. 435; Woolrich Company to Foreign Secretary, March 14, 1880, FO 
50, Vol. 436. 

*1 A copy of the petition is found in Huntley to Derby, April 30, 1887, 
FO 50, Vol. 439. 

42 Stevens to Derby, June 8, 1877, FO 50, Vol. 439. 

43 Foreign Office memorandum, deputation to Derby, June 25, 1877, 
FO 50, Vol. 439. 
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London Bank of Mexico and South America, returned to Mexico 
City. He authorized Geddes to use the letter in any way he 
thought proper. When Geddes showed the letter to Mexico's 
Secretary of Foreign Affairs, Senor Vallarta, he was told that 
while the Mexican government wished to break the diplo- 
matic deadlock this could be done only on the basis of new 
treaties. The fate of pre-1867 Anglo-Mexican agreements was 
not discussed.** 


In summary, petitions and letters from British merchants to 
the Foreign Office between 1876 and 1880 mentioned the possi- 
bility of increasing British-Mexican trade, but diplomatic rela- 
tions were needed to give merchants the confidence necessary 
to push their trading activities. Holders of Mexican bonds, 
backed by publicity in London publications, insisted that any 
future investment by Britons in the Republic had to be preceded 
by a settlement of their grievances and a restoration of diplomatic 
relations. By 1880 a settlement of the London debt by direct 
negotiations between bondholders and the Mexican government 
seemed possible, thus relieving the Foreign Office of the neces- 
sity of involving the bondholders’ claims in discussions for a 
renewal of diplomatic relations. As compared with the period 
1867-1875 complaints of mistreatment from Britishers in Mexico 
increased between 1876 and 1880. Opportunities for capital 
investment in Mexico were growing and seemed partly to depend 
on Britain resuming official relations with that country. Finally, 
by 1880 the Foreign Office had reason to believe that Mexico 
desired to offset growing American influence by increasing the 
Republic’s intercourse with European nations." 


44 Derby to Robert Geddes (London Bank of Mexico and South 
America), Private, August 27, 1877, FO 50, Vol. 439; Geddes to Derby, 
October 30, 1877, FO 50, Vol. 439. 

45 The Foreign Office did not often get reliable information from Mex- 
ico. C. E. Bourdillon, an attorney for various international claimants, 
corresponded regularly with the Foreign Office during this period. Bour- 
dillon indicated after 1876 that American interests were advancing south- 
ward as they attempted to create “fresh outlets for the enormous stock of 
goods they have on hand;’”” Mexican trade was drifting into the hands of 
German merchants and Mexico was becoming politically stable. See 
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In late 1880, following the renewal of diplomatic accord 
between Mexico and France, the most important of the interven- 
ing powers in 1861, Emilio Velasco was appointed Mexican Min- 
ister to France. The Foreign Office saw the opportunity to 
contact the Mexican government more directly. Lord Lyons, 
the British Ambassador in Paris, was instructed to learn the views 
of the government concerning a renewal of relations from Sefor 
Valasco. The talks were to be private and unofficial.“ After 
nearly thirteen years Britain had taken the first tentative steps 
toward a resumption of diplomatic relations. 

The first meeting between Lyons and Velasco occurred on 
December 13, 1880 and was apparently arranged by the German 
Ambassador in the French Capitol. Their talks continued spo- 
radically for two years and at first discussions were promising. 
Velasco admitted that Mexico wished to attract foreign capital. 
He told Lyons that Mexico feared territorial encroachment by 
the United States. He insisted that Mexico was favoring Amer- 
ican commerce and capital to prevent this from happening.”’ 
Yet Velasco personally felt that it was not safe to allow Mexican 
trade to fall almost entirely into American hands or to let the 
foreign capital employed there come exclusively from the United 
States. When talks turned to the terms of a diplomatic renewal 
it became obvious that many obstacles still existed. Velasco 
explained that Great Britain and other nations had committed 
an unjustifiable act of war against the Republic when they rec- 
ognized the Archduke Maximilian’s regime. Each of these coun- 
tries was to take the initiative in the matter of restoring normal 
diplomatic relations. No special treatment could be given to 
Great Britain.** 


Bourdillon to Derby, April 14, 1876, FO 50, Vol. 429; Idem to Idem, July 
16, 1877, FO 50, Vol. 430; Idem to Idem, March 16, 1878, FO 50, Vol. 
439; Idem to Idem, July 30, 1878; Bourdillon to Salisbury, July 30, 1878, 
FO 50, Vol. 439. 

46 Foreign Secretary to Lyons, No. 1408, October 23, 1880, FO 50, 
Vol. 440. 

47 Lyons to Earl Granville (Foreign Secretary), Confidential No. 1151, 
December 14, 1880, FO 50, Vol. 440; Idem to Idem, Most Confidential 
No. 21, January 10, 1882, FO 50, Vol. 440. 
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In London the Foreign Office considered its next move. Sir 
Charles Dilke wanted Mexico to be open for British investors and 
merchants. He believed that Mexico preferred English capital 
but if the diplomatic break continued American dollars would, 
of course, be used. It was obvious that the pretensions of bond- 
holders and other claimants covered by conventions and agree- 
ments made prior to 1867 would prove embarrassing to the 
British government since Mexico denied their existence. Dilke 
was willing to deny that any of these claims were supported by 
the British government.*® Lord Tenterden felt it would be a 
mistake to submit to the Mexican demands, despite the pressure 
on the Foreign Office for a renewal.** Edward Hertslet, the 
author of many memorandums on Mexican affairs, agreed with 
Tenterden. He argued that the recognition by various Mexican 
and British governments of conventions and agreements made 
between 1842 to 1866 made it impossible for the British govern- 
ment to shake off its responsibility so easily. John Walsham, 
speaking of the Dunlop-Aldham agreement of 1859-60, reminded 
his colleagues that it provided in the case of the London bond- 
holders only for arrears due under previous private contracts 
with the Mexican government. The Foreign Office, reasoned 
Walsham, must not state that the Dunlop-Aldham Convention 
turned the London bondholders into convention bondholders, 
since this might establish a precedent for upholding in future 
the claims of those who on their own responsibility chose to 
lend money to foreign states.” 


Lyons and Velasco made little progress in Paris during 1881. 
In December the Foreign Office told Lord Lyons that Britain 
would accept a declaration by the Mexican government that it 


48 Foreign Office memorandum, Confidential, February 14, 1881, FO 
50, Vol. 437. 

#9 Sir Charles Dilke, memorandum, January 21, 1881, FO 50, Vol. 
440; also see Dilke’s note on back of Lyons to Granville, No. 543, June 
1, 1881, FO 50, Vol. 440. 

5° Lord Tenterden, memorandum, January 29, 1881, FO 50, Vol. 440. 

51 John Walsham, Observations on the question of a renewal . . ., 
November 15, 1881, FO 50, Vol. 437. 
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was prepared to make an arrangement with the convention and 
London bondholders. This declaration would take the place of 
the old agreements that Mexico considered void. Velasco, how- 
ever, would not agree to any declaration that would either indi- 
rectly or directly leave any opening for diplomatic intervention 
in favor of the bondholders by the British government. In any 
case, he argued, such a declaration was of little practical impor- 
tance. Most of the convention bonds were now in Mexican hands, 
having been purchased at various intervals, while the London 
bondholders were negotiating privately with the Mexican govern- 
ment. When Lord Lyons reminded Velasco that it was difficult 
for the Foreign Office to waive the rights of subjects under con- 
ventions without some assurance that their claims would be 
settled by Mexico's independent action, the Mexican Minister 
asked that the meetings be temporarily adjourned.’ This an- 
nouncement came amidst calls from Chambers of Commerce in 
England pointing out opportunities to supply railway material 
to Mexico, the loss of British trading houses in the Republic, 
and the need for an Anglo-Mexican commercial treaty.°° 

The London bondholders progressed no further in their pri- 
vate negotiations with the Mexican government than did the 
British Ambassador in Paris during 1881 and 1882. The com- 
mittee appointed by Porfirio Diaz to study Mexico's foreign debt 
accomplished nothing, but the London bondholders had no inten- 
tion of alowing Mexico to forget her creditors. In July 1882 an 
issue of 10,000,000 pesos in bonds of the Mexican National 
Railway (U. S.) was offered on the London market. These bonds 
were secured by a first mortgage on the whole line and by the 
assignment of a government subsidy charged on the Mexican 
customs duties. On July 4 the London Times printed an open 


2 Details of the Lyons-Velasco conversations may be found in Gran- 
ville to Lyons, December 7, 1881; Lyons to Granville, Confidential No. 
1112, December 13, 1881, FO 50, Vol. 444; Idem to Idem, No. 107, 
February 6, 1882, FO 50, Vol. 444; Idem to Idem, No. 1270, December 
12, 1882, FO 50, Vol. 440. 

°8’ Wolverhampton Chamber of Commerce to Granville, February 14, 
1882, FO 50, Vol. 438; Chairman, Birmingham Chamber of Commerce 
to Granville, December 21, 1882, FO 50, Vol. 438. 
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letter from W. W. Holmes, Secretary of the London bond- 
holders: 

I am instructed to write to you to afford the members of 
the Mexican Bondholders Committee the opportunity of 
publicly recording their protest against the attempt of cer- 
tain parties, acting as agents for the National Railway... 
to negotiate the sale in this city of the bonds of that under- 
taking, purporting as they do, to convey to their holders 
a charge on the certain revenues already hypothecated to 
the English creditors of Mexico.” 


The bondholders were plainly attempting to prevent English 
capital being involved in Mexican enterprises until their claims 
were settled. It is impossible to measure their influence but the 
National Railway bonds were soon practically withdrawn from 
the European market. Unfortunately a settlement of the London 
debt seemed no closer than before. 


In January 1883 Anglo-Mexican relations entered a new phase. 
Lionel Carden, later British Consul and Ambassador in Mexico, 
was in the Republic preparing a report for the Foreign Office 
on the commercial condition of the country. After Carden con- 
tacted the Mexican Minister of Foreign Affairs, Ignacio Mariscal, 
he informed the Foreign Office of his belief that the Mexican 
government was anxious for a renewal of official relations. Car- 
den’s views were sent to Sir Julian Pauncefote and Lord Edmund 
Fitzmaurice for their consideration.” 


Pauncefote and Fitzmaurice both realized that the question 
of who would formally take the initiative in calling for a resump- 
tion of relations had been a stumbling block in the way of 
negotiations since 1867. Lord Lyons had once suggested that 
it might be necessary “‘to put our pride in our pockets’’ and say 
that Great Britain desired diplomatic relations.** Pauncefote 
and Fitzmaurice concurred and proposed to the Foreign Secre- 


54 The Times, July 4, 1880. 

55 Enclosure in Carden to Granville, Confidential, February 26, 1883, 
FO 50, Vol. 442. 

56 Lyons to Lord Tenterden (Foreign Office), March 8, 1881, FO 50, 
Vol. 440. 
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tary, Earl Granville, that Carden might determine whether a 
friendly response would be given such an approach before he 
delivered the invitation to discuss terms for a renewal.*’ These 
instructions were sent to Carden with the approval of the Queen 
and Wiliam E. Gladstone. The British government, wrote Gran- 
ville, believed that in both countries there was an interest in 
ending the diplomatic estrangement. The letter intended for 
Mariscal suggested that Britain and Mexico should simultaneously 
appoint special envoys to conduct negotiations. Carden was to 
deliver the letter to Mariscal only if he was satisfied that the 
plan would be acceptable to the Mexican government.** On 
May 18, 1883 Carden received a reply from Mariscal acknowl- 
edging receipt of the letter and noting that the British govern- 
ment wished to take the first step toward renewing relations.” 
Mexican pride was satisfied and on May 19, 1883 Carden in- 
formed the Foreign Office that the Mexicans had accepted the 
proposal. However the position of the Mexican government in 
regard to conventions and treaties made with Britain before the 
break remained the same. These agreements had been abro- 
gated. Mexico intended to pay her debts but these debts were 
not to be cloaked with an international character. 


Britain and Mexico selected their envoys for the mission at the 
end of May 1883. Ignacio Mariscal left for London while Sir 
Spenser St. John a career diplomat who had served in Peru and 
France, began the trip to Mexico City."° He arrived in early 
June and announced what everyone already knew—that the ever- 
present London and convention debt would make negotiations 
for a diplomatic rapprochement extremely difficult... St. John 
was especially pessimistic in June because an attempt by the Lon- 


57 Lord Pauncefote (Foreign Office) to Granville, March 31, 1883, 
FO 50, Vol. 442. 

58 Granville to Carden, April 19, 1883, FO 50, Vol. 442. 

59 Enclosure in Carden to Granville, May 19, 1883, FO 50, Vol. 442; 
Granville to St. John, No. 1 Political, May 29, 1883; FO 50, Vol. 441. 

6° Granville, to St. John, May 29, 1883, FO 50, Vol. 441. 

61 §t. John to Mr. Jervoise (Foreign Office), June 16, 1883, FO 50, 
Vol. 441. 
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don bondholders to make an agreement with the Mexican govern- 
ment had just collapsed.” 


Sir Spenser St. John conferred with acting Minister of Foreign 
Affairs, José Fernandez, in July and August 1883. St. John 
later characterized Fernandez as ‘‘arrogant,” but in fact Fernandez 
merely stated the Mexican government's usual argument.** He 
insisted that treaties and conventions made between Mexico and 
Britain before the diplomatic break were cancelled. No claims 
that existed before the two countries resumed official relations 
were to be made the subject of diplomatic representation.“* He 
emphasized that Mexico did not intend to repudiate its obliga- 
tions regarding these claims. If Britain would agree to these 
terms Mexico: 

would cover with a veil the share which Great Britain 
took in the European intervention, and would consider the 
moment of the renewal of relations as . . . the birth of 
two states to political life, forgetting all the previous more 
or less well grounded motives of complaint of one against 
the other.*®° 
St. John immediately countered with his proposal that a new 
commercial treaty be signed and a mixed commission be appointed 
to study claims of British subjects against Mexico prior to the 
restoration of relations. 


Officials at the Foreign Office in London agreed that the seem- 
ing necessity of upholding old agreements between the bond- 
holders and Mexico was proving an insuperable barrier to a 
renewal of diplomatic relations. Lord Fitzmaurice noted that 
under existing conditions British claimants were receiving no 
money, and they had little chance of getting what was owed to 


62 Details of the agreement may be found in Investors’ Monthly Man- 
ual (May 31, 1883), 39; South American Journal (May 24, 1883), 12; 
Ibid., (September 26, 1883), 7. 

63 St. John to Foreign Secretary, Confidential, February 16, 1889, FO 
50, Vol. 468. 

** The best summary of the early talks may be found in Law Officers 
of the Crown to Granville, January 22, 1884, FO 50, Vol. 447. 

65 Enclosure in St. John to Foreign Secretary, July 31, 1883, FO 50, 
Vol. 441. 
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them while the diplomatic breach remained open. Fitzmaurice 
reminded his colleagues that Britain's main concern was to renew 
relations for the sake of trade and investment." The old claims 
were of minor importance. His remarks concerning opportunities 
for Britons in Mexico were underlined by a flood of letters that 
arrived at the Foreign Office in 1883. A memorandum from 
54 Chambers of Commerce protested that other countries were 
pushing British traders out of Mexico while the diplomats 
haggled.*”” A delegate from the British-owned Mexican Railway 
Company added that unless “some stimulus and encouragement 
is given to British commerce there’ it would be driven out by 
the United States."° In May a spokesman for the Mexican Bond- 
holders’ Committee pointed to the plans for railroads, aqueducts, 
harbors, and canals that were being presented in Mexico City. 
British capital could easily find profitable outlets in the Republic. 
The Pall Mall Gazette sent no letters but in reviewing a new 
book, Mexico Today, used the opportunity to explore the possi- 
bility of British investment in that country." Robert Griffin, an 
economist, was more specific, reminding the Foreign Office that 
British machinery might play an important role in Mexico if 
a mining boom developed. If normal diplomatic intercourse was 
resumed Britain might induce Mexico to revise her high duties 
aaginst foreign machinery.” 


In January 1884 Pauncefote and Fitzmaurice presented a plan 
for renewing diplomatic relations to the Law Officers of the 
Crown. The Law Officers were asked to answer one question: 
Could Great Britain officially abandon the convention bondholders 


66 Mr. Jervoise, Memorandum respecting the renewal of relations with 
Mexico, with minutes by Sir Julian Pauncefote and Lord E. Fitzmaurice, 
November 7, 1883, FO 50, Vol. 443. 

67 Memorandum from the Association of Chambers of Commerce of 
the United Kingdom to the Foreign Office, March 12, 1883, FO 50, 
Vol. 443. 

68 A. Renshaw (Mexican Railway Company) to Foreign Secretary, April 
4, 1883, FO 50, Vol. 443. 

69 Pal] Mall Gazette, March 22, 1883. 

7° Robert Griffin (Privy Council for Trade) to Granville, June 13, 
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and other claimants if Mexico promised in the document restor- 
ing relations that she would impartially examine the claims of 
Britons against Mexico after 1842? The Law Officers felt that 
the conventions could legally be abrogated." The Foreign Office, 
under different circumstances, might expect action by bondholders 
who considered themselves wronged. The Officers reasoned, 
however, that Mexico had no intention of carrying out the terms 
of the old agreements. The only hope was to set the stage for 
making new arrangements that promised some hope for the 
creditors. 


The Foreign Office was heartened by this legal opinion. Lord 
Fitzmaurice believed that whatever rights British citizens tech- 
nically had under old conventions, practically they had no chance 
of being paid until there was a renewal of relations. Few con- 
vention bonds, so far as could then be discovered, were in British 
hands. The London bondholders were negotiating directly with 
the Mexican government; in any case their claims had never 
really been admitted by the British Foreign Office. Lord Fitz- 
maurice was convinced that the bondholders did not present such 
an obstacle to Anglo-Mexican friendship as many in the Foreign 
Office had believed. 


I agree with Sir Charles Dilke that what we have wanted 
all along was a decent excuse for giving them up.” 


On April 20, 1884 Sir Spenser St. John began to draw up 
the final document that would renew Anglo-Mexican diplomatic 
relations. The British government agreed to abandon its rights 
under previous conventions and agreements with the under- 
standing that Mexico would institute an inquiry into all pecuniary 
claims of British subjects against the Republic and make pro- 
vision for the liquidation of the claims found due.** The term 
“claims” referred to the convention debt and to complaints of 


71 Law officers of the Crown to Granville, January 22, 1884, FO 50, 
Vol. 446. 

*Lord Tenterden, memorandum, July 11, 1884, FO 50, Vol. 445. 

73 The full text of the agreement is found in Great Britain. State 
Papers, LXXVI (1884-85), 908-10. 
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mistreatment made by Britons prior to the date of the exchange 
of ratifying statements by Britain and Mexico. It did not refer 
to the London debt. That matter was to be settled by private 
negotiations beween the Mexican government and the London 
bondholders. A new treaty of peace, commerce, and naviga- 
tion was to be made, and until such a treaty was concluded, or 
for at least seven years, the two countries were to extend to the 
other the most favored nation clause in all matters. 


On August 6, 1884 Sir Spenser St. John and José Fernandez 
signed the Preliminary Agreement that restored diplomatic rela- 
tions between Great Britain and Mexico.* On the day St. John 
signed the instrument that renewed relations he wrote something 
of his personal hope for Anglo-Mexican friendship to a colleague 
at the Foreign Office: 


There is no doubt of the present political importance of 
the post, which will daily increase as the Mexicans lean 
on the moral support of England. But what is perhaps 
of greater importance to us, is the opening of this country 
to British commerce. The social influence which a minister 
can exercise aids him considerably in obtaining acceptance 
of his views on important political and commercial ques- 
tions. And we have been taking advantage of the influence 
which social intercourse produces to endeavor to bring to 
our views personages so important as General Diaz... 
and Romero Rubio.” 


The diplomatic machinery that had rusted since 1867 was 
restored to working order during the next few months. St. John 
was appointed Minister to Mexico before Christmas 1884 while 
Ignacio Mariscal took up residence in London as his country’s 
representative. British consuls were appointed and the most 
important position, in Mexico City, was given to Lionel Car- 
den.”* Although many problems remained unsettled the foun- 


"4 [bid. 
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dations for normal diplomatic relations were established by 
March 1885. St. John informed the Foreign Office that a mask 
ball in honor of Mrs. Porfirio Diaz would soon be held at the 
British Legation. What better way to publicize the renewal of 
Anglo-Mexican relations in important circles than by giving a 
party for the First Lady of the Republic? 





Instruments of the Capital 


Market in Puerto Rico 


By Jobn S: deBeers * 


As a site for a capital market, Puerto Rico at first glance seems 
unpromising. Its capital, San Juan, has only around half a mil- 
lion population and the total population of the Commonwealth 
is less than 2,300,000. The total net income of Puerto Rico, 
while growing at an average of about 5 per cent per annum in 
real terms, was still barely over $1 billion in fiscal 1956. 


Nevertheless, not only is there a need for capital market facilt- 
ties but also Puerto Rico offers real potentialities, and it has been 
doing much to develop them. On the one hand, the Common- 
wealth is part of the monetary and trading area of the United 
States, with ready access to the New York and other mainland 
financial centers. On the other hand, Puerto Rico has its own 
tax system and a ready willingness to make legal and institu- 
tional changes to accomplish the desired development of the 
economy. In terms of total bank deposits, sales of goods and 
income produced, Puerto Rico falls considerably short of the 
larger countries in Latin America. Its per capita net income is 
much lower than that of the Continental United States but is 
above the average in most Latin American countries. 


Total net income, in terms of 1956 dollars, increased from 
about $410 million in 1940 to about $1 billion in 1956. The 
most rapid growth was in manufacturing, for which net income 
(in 1956 dollars) increased from about $50 million in 1940 to 


* Director of the Economic Research Department, Government Devel- 
opment Bank for Puerto Rico. 
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$175 million in 1956. Trade and Government services also 
expanded rapidly during the 16-year period. 


The financing of economic development in Puerto Rico has 
depended greatly upon external investments. Forty five per cent 
of investment financing in 1950-55 came from outside of Puerto 
Rico. This compares with less than 10 per cent for the average 
of Latin American countries. 


Although Puerto Rico’s rapid progress has been aided greatly 
by the inflow of capital, there is need to cultivate more financing 
of capital formation from local sources. Private savings aver- 
aged only about 2 per cent of personal income during 1951-55 
by one calculation and minus 1.5 per cent by another. Either 
would be less than savings in many parts of Latin America, in 
spite of higher average income per capita in Puerto Rico. For 
this reason the Government Development Bank, the Treasury 
Department, the Puerto Rico Planning Board and the Economic 
Development Administration have actively sought ways to increase 
the supply of local funds for investment purposes. 


Developments in the Capital Market Since 1947 


A great deal has been accomplished in the decade since the 
war. Many legislative changes have been adopted and more are 
under consideration. Several financial institutions have grown 
very rapidly and others in the early stages show good promise 
for the future. 


Commercial banks. The privately-owned banks form the main- 
stay of the financial system. There are eleven such commercial 
banks, with a total of 80 banking offices in all parts of the 
Island. Since Puerto Rico is approximately 100 miles long and 
35 miles wide, this represents a fairly good total coverage, even 
though some areas are still without banks. A recent law author- 
izes “bus banking’’ or mobile banking units which will go to 
several municipalities where the demand for banking services 
does not warrant full-time banking offices. These units will 
park at established sites in those communities on regular sched- 
ules under arrangements to be approved by the Government. 
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Savings accounts represent a very hopeful source of funds for 
medium-term lending and support of a capital market, although 
now the major part of both ‘savings and checking accounts is 
utilized for short-term loans. As indicated in the attached table, 
total private savings deposits increased from $55 million to $90 
million in the last decade. An important fact in the growth 
of savings accounts, as well as in checking accounts, was the 
extension to Puerto Rican banks of deposit insurance by the 
Federal Deposit Insurance Corporation in 1950. 


First Federal Savings and Loan Association. This institution, 
organized in 1951, has had spectacular success. Its total savings 
accounts exceeded $30 million on December 31, 1956. Almost 
all of its assets are invested in mortgage loans for residential 
houses. In addition the First Federal has made about $15 mil- 
lion of home mortgage loans which it has re-sold to savings 
banks and savings and loan associations on the mainland. The 
aggressive advertising and promotion of this new institution have 
doubtless resulted in an increased total volume of savings in 
Puerto Rico. 


Government financial institutions. Government sources have 
also contributed to the growing supply of capital investment 
funds in Puerto Rico and to the potentialities for a true capital 
market. The Government Development Bank for Puerto Rico, 
created in 1942 and reconstituted with more limited powers in 
1948, made $27 million in business loans up to June 1956. It 
lends, preferably for manufacturing industries, when other sources 
of funds are not available. It seeks to cooperate with and encour- 
age private financing. One of its classic examples of an opera- 
tion to “start the ball rolling’’ was the disbursement of about 
$26 million of low-cost housing loans in 1947-50. These were 
almost entirely re-sold to investment outlets in the Continental 
United States. Another major phase of activities has been arrang- 
ing the sale of bonds and other securities for the Common- 
wealth, its municipalities and public corporations. The total 
amount of such financing, which includes in many cases both 
interim and permanent financing, has exceeded $500 million. 
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The Puerto Rico Industrial Development Company with total 
assets of $56 million, has also contributed greatly to the avail- 
ability of capital. Its principal activity in this regard has been 
to construct about 200 factory buildings for lease to new indus- 
tries. Standard buildings are constructed before potential tenants 
are even in sight. In other cases buildings are erected according 
to specifications of an industrial firm and then are leased with 
option to purchase. In addition to its building program, the 
Industrial Development Company makes loans to manufactur- 
ing concerns which cannot meet normal banking standards with 
respect to collateral, capital ratios, experience, etc., but which 
are very important from the viewpoint of the public interest. 

In 1951 the Banco de Cooperativas was created to assist the 
large number of active and growing cooperatives, in the fields 
of production, distribution and credit. This institution has out- 
standing loans almost equal to its capital funds of $1.5 million. 
Other Governmental sources of capital funds are also important. 
For example, time and demand deposits of the Treasury Depart- 
ment, the municipalities, public authorities, etc., amount to ap- 
proximately $80 million. These must be backed up by collateral, 
which to a large extent consists of Puerto Rican public bond 
issues. In addition Governmental pension funds, including the 
employees retirement fund and the teachers’ pension fund, pro- 
vide another large pool of savings which reached $63 million 
on December 31, 1956. About two-thirds of this sum is invested 
in securities of Puerto Rican origin—mostly FHA mortgages 
and bonds of Government authorities. 


FHA-insured mortgages. A dramatic development in the fur- 
nishing of capital funds in Puerto Rico has occurred in the home 
mortgage field. The Government Development Bank broke the 
ice in arranging financing of a large project with mortgages 
insured by the Federal Housing Administration (FHA). In 
the six years following, the construction of homes has expanded 
greatly, with the financing arranged privately. Over $70 million 
of FHA mortgages were insured in 1951-56. 

The insurance by the FHA gives the mortgages a ready market 
in the Continental United States. It is the catalyst which permits 
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the financing system to operate efficiently. Arrangements are 
worked out by commercial banks for interim financing of private 
housing subdivisions, and mortgage brokers both in Puerto Rico 
and in the States agree to take over the mortgages when the 
houses are completed. The local banks retain 1/4 of 1 per cent 
as a fee to service the mortgages thereafter. 


Losses incurred on FHA mortgage foreclosures in Puerto Rico 
have been negligible (foreclosures were less than 14 of 1 per 
cent through the end of 1954). The good record is due partly 
to the standards of eligibility and partly to the continued strong 
demand for single-family urban homes. This favorable expe- 
rience may point the way for similar insured mortgage operations 
in individual Latin American countries or even an Inter-American 
Housing Administration to insure home mortgages under appro- 
priate safeguards so that they could be readily sold in the major 
capital. markets abroad. 


Other Federal agencies. The Farm Credit System has oper- 
ated here for many years. This involves the Production Credit 
Association for crop loans, the National Farm Loan Association 
of San Juan for long-term credit and the Federal Intermediate 
Credit Bank of Baltimore and the Baltimore Bank for Coopera- 
tives which assist local institutions to make short- and interme- 
diate-term loans. In addition the Farmers’ Home Administration 
extends short-, intermediate- and long-term credit to low-income 
farm families. These Federal farm credit agencies made loans 
of about $36 million in Puerto Rico during the fiscal year 1955-56. 

In 1956 the Small Business Administration opened an office 
in San Juan. It has collaborated with commercial banks in pro- 
viding loans to small firms which were unable otherwise to 
obtain satisfactory financing. 


Insurance companies and mortgage brokers. The rapid growth 
of the economy has been accompanied by a corresponding increase 
of insurance business and investments by insurance companies. 
Nearly all of these companies have head offices outside of the 
Island, mostly in the Continental United States but also some 
in Canada and Great Britain. Their total Puerto Rican invest- 
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ments were about $42 million at the end of 1955, of which 
about half was in bonds of the Commonwealth and its Munici- 
palities and Authorities. Commercial and home mortgages and 
corporate bonds made up the other half. 


The sale of commercial and industrial mortgages is one of 
the weak areas in the capital market in Puerto Rico, in spite of 
attractive yields and the possibility of tax exemption for mort- 
gages on industrial buildings. The Government Development 
Bank has had very good experience in this field, but it has 
been difficult to arouse the interest of private investors. For 
this reason the interest of the insurance companies is especially 
welcome. The Bank has also encouraged mortgage brokers, who 
sell various kinds of mortgages to institutions and individual 
buyers in the States. 


A market for stocks and bonds. There is no stock exchange or 
even an active over-the-counter market now. A fundamental 
objective of the Government is to establish a true capital market 
in which stocks and bonds can be readily bought and sold. This 
would facilitate permanent financing (in contrast to short-term 
loans) for new or expanding Puerto Rican enterprises. Unfor- 
tunately there are several obstacles, one of which is a tendency 
to keep business operations within a single family. Also investors 
are wary of buying minority participations. Nevertheless, there 
have been some successful sales of securities, including an issue 
of common stock of the Puerto Rico Telephone Company. 


A hopeful development is the establishment of brokerage 
firms. Merrill Lynch, Pierce, Fenner and Beane established a 
branch in San Juan in 1952, which has expanded considerably. 
Its emphasis is on New York stocks, but its presence helps to 
educate businessmen and investors in the characteristics of stock 
investments. The firm also has been interested in handling the 
purchase and sale of shares of local companies. A significant 
step about the first of this year is publication in the daily news- 
papers of bid and asked quotations on certain local stocks. 

Another important event was the recent establishment of the 
Compajfiia Financiera de Inversiones, Inc. This organization, 
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with capital from Puerto Rico, New York, Mexico and Venez- 
uela, is interested in developing channels for financing Puerto 
Rican enterprises, both by distribution of securities locally and 
by their sale outside. The company will act as a promoter or 
seller of securities and will endeavor to establish a market for 
both stocks and bonds. 


THE GROWTH OF FINANCIAL INSTITUTIONS 
IN PUERTO RICO, 1946-1956 


(June 30 figures in millions of dollars) 


1946 1950 1954 1955 1956 
National Accounts 
Gross product 718 864 1,172 1,203 1,242 
Net income 565 659 961 982 1,004 
Personal income N.A. 708 995 1,036 1,068 
Personal savings N.A. —8 —-4 —> —18 
Commercial Banks 
Private demand deposits 126 155 175 
Private time and savings deposits 55 78 90 
Government deposits 125 4 72 70 
Total deposits 306 336 
Loans 69 252 
Investments 156 87 
Ist. Federal Savings & Loan Assn. 
Share accounts 
First mortgage loans 
Government Development Bank 
Holdings of obligations of 
private enterprises 
FHA Home Mortgages 
Cumulative since 1939 2 602 100 2 


Insurance Company Investments 


Total in Puerto Rico 


N.A. indicates not available. 
‘ Began operations in 1952. 
* As of Dec. 31 of each year. 
3 As of Dec. 31, 1951. 
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Legislation. As of 1950, Puerto Rico’s financial legislation 
was in many respects out of date and some desirable statutes did 
not exist. Steps were taken to obtain expert advice from persons 
familiar with modern financial legislation elsewhere, and as a 
result several new laws were enacted. Among these were a 
Uniform Trust Receipt Act, a Factors’ Lien Act, an Accounts 
Receivable Act, and a revision of the Income Tax Act, all in 
1954. The Industrial Incentives Act of 1954, approved in Decem- 
ber 1953, provided 10-year tax exemptions for new industries 
meeting certain standards. This replaced the original 1948 law 
on the same subject. In 1956 the withholding tax was eliminated 
on income paid from Puerto Rico to U.S. life insurance com- 
panies, as a move to remove a barrier to their interest in Puerto 
Rican investments. 

A new Corporation Law, including the provisions of a Uniform 
Stock Transfer Law, was enacted in 1956. This replaced an act 
wholly incompatible with modern corporation practice. The new 
statute, modeled after the Delaware Corporation Law, is expected 
to facilitate operations of corporations chartered in the Common- 
wealth, since the Delaware law is well known to officers of 
important financial organizations. A law in 1951 authorizes 
condominium real estate ownership, which has already been 
successful in financing more than one apartment house. An 
Investment Company Act in 1954 laid the groundwork for the 
establishment of mutual funds or investment trusts. Bills are 
now before the Legislature to remove certain obstacles to invest- 
ment companies that later became evident. 

Future Needs 

The Government should, undoubtedly, do more to promote 
savings. It should also educate the public regarding the useful- 
ness of a market in bonds and stocks, while guarding against 
possible fraud or manipulation of the affairs of a corporation 
to the improper benefit of special groups. It has been reported 
that one of the largest industrial corporate groups in Puerto 
Rico—one with international investments—contemplates the sale 
of a substantial part of its stocks to the public. This would be 
very desirable in giving an opportunity for the small investor to 
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participate in some of the largest local enterprises and might 
mobilize new funds for expansion. 

The mortgage law, the insurance law, the usury law and the 
pawnbroking law need revision. A modern small loan company 
act would encourage legitimate companies in this field which is 
now unfortunately occupied in part by notorious ‘‘loan sharks.” 
Some of these laws are already before the Legislature. 

A greater variety of savings institutions is also needed. Con- 
ventional investment companies could make a great contribution, 
both in investments locally and from the viewpoint of the addi- 
tional knowledge, skills, and experience that their managers 
would bring. Puerto Rico might also become a site of interna- 
tional investment holding companies paying nominal taxes, and 
reinvesting their income in Latin American or other countries. 

An interest has been shown in establishment of a capitaliza- 
tion bank, patterned after institutions in Mexico and Cuba of 
the same name. Savings policies issued by such a capitalization 
bank mature in a given number of years. Through periodic 
drawings, however, the owners have a chance to collect the 
maturity value in advance. These would have to be regulated, 
of course, to prevent abuses and ensure that the investments 
would be consistent with the general public interest. Other new 
institutions might be Commonwealth-chartered savings and loan 
associations (under a bill now before the Legislature) and mutual 
savings banks. The savings and loan associations would invest 
largely in home mortgages, and the mutual savings banks would 
have a wider range of potential investments. Both would be 
organized in a cooperative or mutual form. 

A broad topic for study is the development of Puerto Rico 
as an international financial center. This requires careful study 
and analysis. Puerto Rico’s tax autonomy can be useful in this 
regard, although the Commonwealth does not wish merely to 
provide a tax haven for wealthy individuals living elsewhere. 
Development as a financial center would also require the elimi- 
nation of the so-called “exchange charge” on transfer of funds 
to and from Puerto Rico. Closer relations with the Federal 
Resere System would be desirable. Finally, consideration might 
be given to encouraging an even greater growth of bank deposits. 








On Anti-Venezuelan 


Economic Biases 
By Virgil Salera* 


One of the political economist’s principal activities has long 
taken the form of exposing doctrinaire or erroneous views for 
just what they are. Following tradition, I propose in the follow- 
ing pages to make such an exposure with respect to a curious 
mixture of ideas that is in circulation concerning one country— 
Venezuela. The indicated exposure is overdue for a simple rea- 
son: Foreign understanding of economic developments in that 
country is of more than average importance. It is of significance 
to Venezuela and its policy-makers, to people interested in inter- 
American relations (in view of the heavy American investment 
commitment in that country and the role of oil in (a) the com- 
plex of American foreign policy and (b) the position of the free 
world), and to the university fraternity and the community of 
scholars concerned with socio-economic matters in Latin America. 


A relatively large volume of doctrinaire or erroneous views 
concerning Venezuela is current both north and south of the Rio 
Grande. In terms of sheer physical volume, the edge must still 
be conceded to those north of the line—which, I trust, is not 
likely to be consoling. The damage that results from slipshod 
writing is not so much that many Americans tend to remain 
wrongly informed (key Americans in business, finance and 
government are well posted and hardly bother to read the pro- 
nouncements of seemingly knowledgeable people whose limited 
acquaintance with the things they talk about shows up with lumi- 
nous clarity after a quick sampling). The main damage is of 


* The American University and the American Enterprise Association. 
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a different sort. It consists very largely of what I like to call 
the “fodder-value” of doctrinaire views expressed by some Amer- 
icans. We should be aware of the fact that some Latin Americans 
with ulterior purposes or an itch to write delight in citing incor- 
rect American views in support of their position. Such “back- 
ing’ may frequently be used to disarm the reader who might 
otherwise not be disposed to swallow the argument that is being 
presented. In extreme cases both correct and incorrect American 
views are used, the former suitably distorted to serve the ulterior 
purpose. A recent work which purports to show how well-known 
American writers themselves play up the “contradictions” in 
American economic foreign policy is only one case in point." 

Implicit in the foregoing is another point that deserves to be 
emphasized. Published statements rarely are the sum and sub- 
stance of the relevant views in effective circulation among vocal 
people. Specifically, printed statements that are downright incor- 
rect usually are a very mild version of oral pronouncements— 
formal and informal—made by the same people and others with 
less of an itch to write. They are mild only in terms of technical 
content but, what is worse for international relations, because 
of the mode of expression and particularly the intonation that 
the speaker uses to achieve maximum audience impact. Printed 
statements that are without substance, therefore, require printed 
rebuttal if adverse secondary effects are to be minimized and 
thinking about policy issues is not to be unduly distorted by one- 
sided presentations of problem situations. 

So much by way of background. What are the doctrinaire or 
erroneous views to which reference has been made? My list, 
which does not claim to be exhaustive, includes the following 
inter-related categories: Venezuela's alleged ‘colonial’ economy, 
which is said to be little more than a geographic extension of 
the main capital-supplying economy and whose economic growth 
is largely induced by and dependent on the latter’s growth; Venez- 


1 Pablo Gonzales Casanova, La Ideologia Norteamericana sobre Inver- 
siones Extranjeras, Mexico, 1955. A summary statement of Gonzales’ 
position may be found in my “American Foreign Investment as Seen 
Through Tinted Glasses,” Inter-American Economic Affairs, Spring 1956. 
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uela’s overdependence on oil; and the alleged failure to “sow 
the petroleum,” sO that—apparently—exports of a wasting asset 
doom the economy over the long pull. Each of these doctrinaire 
or erroneous positions breaks down into various sections, as will 
be indicated presently. 


I 

The label “colonial economy” * is nowadays often used as an 
epithet, even, I daresay, by some economists. It suggests that 
the country in question tolerates, in a manner unbecoming a 
state in the contemporary world, dependence upon foreign cap- 
ital and the subtle pressures allegedly associated therewith; that 
said nation, for want of proper policy guidance, thus fails to 
achieve a truly “independent” status without which it can never 
aspire to become a modern economy. There is no question that 
some countries have been classifiable in the indicated manner, 
especially in earlier years. Before a contemporary situation may 
be fairly characterized in a similar way, however, it is necessary 
to make sure that observable and relevant facts are consistent 
with the logic of a “dependency status.” If one checks the printed 
word in some scholarly journals, what does one find written 
about Venezuela? We read * that foreign-owned “‘oil camps’’ * 


* This term is seldom carefully defined but is usually discussed in polit- 
ical or quasi-political terms. A recent definition with strong nationalistic 
overtones and a we-depend-excessively-on-so-and-so-foreigners emphasis, 
couched in the jargon of economics, is Furtado’s: a colonial economy “‘is 
one which cannot grow except when induced by the growth of foreign 
economies.” Celso Furtado, A Economia Brasileira (Contribucao A Ana- 
lise do seu Desenvolvimento), Rio de Janeiro, Editéra A Noite, 1954 
p, 15. 

°C. E. Rollins, “Mineral Development and Economic Growth,” Social 
Research, Autumn 1956, pp. 257-258. This writer approvingly cites H. W. 
Singer, ‘‘Distribution of Gains Between Investing and Borrowing Coun- 
tries,"’ American Economic Review, Supp., May 1950, for expressing 
similar views concerning foreign investments in raw-material projects. 
The basic thesis of Rollins’ paper, namely, that investments in extractive 
industries harm the development of the countries in which they are lo- 
cated, is egregiously wrong. I hope to deal with that issue in a sub- 
sequent paper. 

* Judging from the context, we are led to believe that the author equates 
“oil camps” with the petroleum industry in Venezuela—a treatment that 
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in Venezuela are not integrated into the rest of the economy to 
the “required extent’’—that they have “relatively little contact 
with the rest of the economy.” The misinformed economist whom 
we are citing would almost regard the Venezuelan oil industry 
as a part of the economy of the City of New York, the place 
where (most of) the companies are domiciled; but, after having 
subtly and momentarily downgraded Venezuela by reference to 
a fabricated dichotomy, common sense is restored and the indus- 
try is classified as Venezuelan in view of the fact that it con- 
tributes such large revenues to the government of that country. 
If the issue were not so serious one might be disposed to express 
some gratitude for such taxonomic charity. 


Not all the charges against Venezuelan policy of producing 
oil on a modern basis through cooperation with foreign capital 
are set forth as bluntly as the foregoing. Sometimes the anti- 
Venezuelan position is expressed only indirectly; when such is 
the. case and the responsible party occupies an important office, 
there is bound to be an erosive effect on good international rela- 
tions. Sr. Prebisch, whose views pack weight in Latin America, 
also appears to have offered his views in support of a basically 
anti- Venezuelan position. Speaking in October 1956 before the 


may be ideologically convenient but which biases the analysis and helps to 
“soften’’ the uninformed or partly informed reader for subsequent and 
more damaging comments. 

Actually, it is almost as wrong to characterize the Venezuelan oil indus- 
try in terms of “oil camps” as it is to regard the industry in Texas in 
similar terms. Thus, there is the refinery complex on the Paraguana Penin- 
sula and around Puerto La Cruz, the fully integrated industrial establish- 
ment at La Salina on Lake Maracaibo (some of whose experience has 
helped to expedite off-shore work in our own Gulf of Mexico), vast 
plants located miles from shore for re-injecting gas into oil-bearing for- 
mations to maintain pressure, new port facilities inside Lake Maracaibo 
for handling ocean-going tankers, modern and large-scale research and 
technical operations both in the Lake Maracaibo area and in Caracas 
employing foreign as well as native technicians in considerable numbers, 
and so forth. Venezuelans know that they can be proud of their oil 
industry—and they are beginning to note that informed people in some 
other Latin American countries are showing increasing awareness both 
of the condition of the industry and the governmental policies which have 
favored its growth. 
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Asociacion de Industriales Metalurgicos in Buenos Aires, he talked 
in one breath in favor of enterprise and in another against it. 
The ambivalence stood out strikingly when he touched on oil. 
He first took the “international oil cartels’ to task as improper 
forms of private enterprise whose presence in most underdevel- 
oped countries creates an atmosphere impeding the attraction 
of foreign capital that operates under conditions of ‘free compe- 
tion.” He then went on to make the following comment which 
in my opinion, given the relevant context—the charge about car- 
tels as well as Per6én’s abortive oil contract with California 
Standard—was not confined to countries such as those in the 
Middle East: “I know very well that countries lacking technical 
oil experience, where risks are high, seek foreign capital which, 
precisely because it operates on an international basis, is able to 
offset ° losses in some countries with huge’ earnings in others. 


* Note the implications of this point with respect to Prebisch’s cartel 
charge against the international oil companies. Prebisch probably didn’t 
intend to imply that the companies could produce beneficent effects in 
oil-short areas having oil producing possibilities in the middle or at the 
lower end of the capital/output range. But there it is for the critical 
analyst to see. This is not the first time, of course, that a writer bent on 
“proving” one thing has ended up establishing a presumption that the 
reverse was probably more nearly correct. 


°If this is meant in the static annual accounting sense, as seems most 
likely in view of the broad language used, it is another glaring example 
of the refusal of some people to consider or pay proper attention to the 
phenomenon of reinvestment in connection with fore/gn investments in 
a business such as oil. Given the problem of reinvestment, the significant 
short-term return phenomenon is not the conventional accounting rate 
of profit but this adjusted for reinvestment (and, of course, the security 
thereof) in exploration and fixed plant. It'll be a long time before we 
will know what this year’s true return has been. Of course, the stand- 
ard theory of profit (which, in a very simplified form, is implicit in 
Prebisch’s comment) does not begin to do justice to the problem of 
reinvestment in the international oil industry. Maybe this and other prob- 
lems will be taken care of when we get a really good theory of capital. 

Incidentally, it may interest my economist colleagues to know that a 
number of alert Latin American businessmen regard the main develop- 
ment contribution of American capital to be not the provision of technical 
know-how as such but the energetic and large-scale plowing back of 
earnings. 
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Fortunately, Argentina’s case is not of this type, since we demon- 
strated in earlier years that we were able to produce on an efh- 
cient basis.” * 


The author of the comments just cited, the top official of a 
Laatin American agency, may reasonably be charged with taking 
an anti-Venezuelan position. The charge, I would submit, is in 
no wise weakened because the comments in question deal only 
indirectly with Venezuela. Any serious discussion of oil policy 
with a literate Latin American audience inevitably involves allu- 
sions to the Venezuelan case, the most successful operating policy 
in the Hemisphere. The author of the cited comments, being an 
old hand at dealing with matters on the borderline between pro- 
fessional advice and diplomacy, had an easy way out if he wished 
to exclude Venezuela from the scope of the discussion: he could 
have specifically reminded his audience that he was not including 
that country within the purview of his remarks. Since he did 
not do this, he has only helped to muddy the waters of an issue 
regarding which we are long on heat and disappointingly short 
on light. Inter-American relations surely have not been improved 
by the incident, to put it mildly. And let me remind the reader 
once more: professionals who publicly air their views on serious 
issues in the indicated manner almost invariably pull out the stops 
and let go with much less restrained comment in off-the-record 
gatherings of diplomats, government policy-makers, and the like. 


I] 


Another common doctrinaire view about the Venezuelan econ- 
omy runs in terms of the overdependence on oil. Noyola, a 
Mexican economist with the Economic Commission for Latin 
America, has expressed this idea in the context of a general analy- 
sis which is supposed to show the inappropriateness of Anglo- 
Saxon economic thought over the last quarter century with respect 
to the problems of Latin America. After setting cats among 


7R. Prebisch, Suplemento del Boletin Semanal ‘Economic Survey,’ Bue- 
nos Aires, No. 554, October 16, 1956, p. 17. He follows up with the 
assertion that Y.P.F. will be able to resort to the device of the “manage- 
ment contract” if that entity is not able to lick its tough problems. 
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pigeons by “taking on’ nearly everybody in a basically super- 
ficial manner—the Austrians and marginalists, Keynes, Haberler, 
and Lewis—Noyola purports to explain economic backwardness 
in some nations in terms of Marx and several “structural ob- 
stacles."” One of the latter consist of distortions introduced by 
way of “contact with the advanced industrial and financial coun- 
tries,” and particularly hyper-specialization to satisfy foreign 
markets. According to Noyola, ‘‘such specialization has reached 
extremes of the kind illustrated by Venezuela. Oil comprises 
95 per cent of the country’s exports. Simultaneously, all man- 
ner of essential consumer goods are imported, among them some 
such as meat and rice, which Venezuela could produce for export. 
Moreover, urbanization and the distribution of the population 
by occupations correspond neither to the stage of the country’s 
economic development nor to the size of the labor force directly 
engaged in the oil industry, which shows that there is a large 
parasitic population which is engaged in so-called service lines 
or in a huge and costly public works program characterized 
by low social productivity. Excessive specialization coupled with 
the fact that the demand for raw materials fluctuates more than 
the demand for final goods makes for the great vulnerability 
of underdeveloped countries to cycles originating with indus- 
trial nations.” * 


If I may speak with candor, Noyola’s analysis simply can not 
be accepted. First, he mentions oil without showing the slight- 
est understanding of the position of that commodity in the inter- 
national scheme of things. If one took his statement at face 
value, it would appear that the oil industry is on a par with 
such a relatively static industry as, say, sugar. Specifically, there 
is no appreciation of the oil industry’s special position as reckoned 
in terms of both short- and long-term considerations. There 
isn’t another top-ranking product in world trade with anything 
like as good a demand position. World consumption is rising 


* J. F. Noyola Vazquez, “La evolucién del pensamiento econédmico en 
el ultimo cuarto de siglo y su influencia en la América Latina,” E/ Ty/- 
mestre Econdmico, July-September 1956, p. 280. Italics supplied. 
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rapidly, in the industrial as well as in the less-developed nations 
and especially fast in the latter. Yet Noyola naively assimilates 
oil to “raw materials.” And within the petroleum category it- 
self, we may add, Venezuela enjoys the distinction of being 
abundantly endowed with the lower gravity crudes which give 
promise of being in the strongest demand over the intermediate 
and longer term. 


Second, Venezuela is supposed to have sinned egregiously for 
not displacing some oil exports by such monstrously high-cost 
products as meat and rice. This blunder really takes the cake. 
In case the reader doesn’t know it, the author being criticized 
has access to the best sources of information on Latin American 
economies that exist outside the government departments in Wash- 
ington and possibly the home offices of a few oil companies. 
ECLA has a big staff, including professionals that are native 
Venezuelans; it also enjoys the services of a part-time local spe- 
cialist in each of the Latin American countries save one (and 
that one isn’t Venezuela) who usually reports monthly to San- 
tiago. Thus factual blunders about Venezuela on the part of 
a staff member of ECLA can’t be blamed on lack of access to 
good information.° 

It is true, of course, that Venezuela imports a great variety 
of consumer goods, many in considerable quantities. What should 
it do, given (particularly) the fortunate position of the country 
as shown by its large foreign exchange earnings made possible 
mainly by its abundant sub-soil resources and the operations of 
a highly efficient oil industry? Should the present generation of 
Venezuelans practice real austerity to satisfy foreign left-wingers ? 
Are the outlets for investment in agriculture on an efficient basis 


®In this connection, a comment seems to be in order concerning 
ECLA’s irritating habit of publishing statistical tables that do not include 
basic data. Instead, we are given numerical adaptations that are offered 
as relevant to the specific matter being discussed, the source commonly 
being indicated as ECLA itself. It is hardly necessary to point out that 
this is not good practice in a high-class professional organization, since 
no independent check can be made, nor another variant of the subject 
pursued in quantitative terms. Nor do the frequent mechanical errors 
in ECLA tables help to make for maximum confidence. 
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large enough to absorb most of the savings that might result 
from austerity? Are the 1950s the years in which to go all out 
to establish a wide variety of industrial enterprises, given the 
size of the market, local costs, population trends (and thus 
minimum tolerable economies of scale today as compared with 
a future period), competing demands for true public service 
facilities, and the like? 


Note that Noyola pins himself down: he claims that meat and 
rice would be practicable (large-scale?) export alternatives to 
oil (or some of the oil) if only the government in Caracas would 
follow the “right” policies. Let’s note the size of the nuts he 
has set himself to crack. Meat in Venezuela means beef, for 
all practical purposes. The country needs to expand output, 
and no men know this more than the government officials closest 
to the problem. Steps are being taken to deal with the matter. 
The job, incidentally, is not one that the economist as such can 
do much about. Most of the animals are of criollo or native 
stock, which long ago adapted themselves to the rigors of the 
environment in the Llanos: alternating feast and famine reflecting 
the seasonal pattern of rainfall and the resulting slowdown on 
growth to adequate weights, the heat in the area, and the insects 
that plague livestock. It simply is not possible under such circum- 
stances materially to expand the output of good quality animals 
in a short period on an efficient basis. Moreover, if output could 
be expanded rapidly in what foreign market would it be sold? 
If the truth be known, there is no significant external market 
for the country’s meat in the contemporary world, even if the 
price factor could be ignored. (This is not to say that output 
cannot be expanded and quality improved to meet internal re- 
quirements.) Can the price element be forgotten? Of course 
not. Producers in countries such as Argentina and Australia 
could move up the cost curve '® for some time and still outpro- 


10 The issue here, of course, has to do with the familiar problem of 
resource allocation. Within Latin America the price mechanism would 
dictate a distribution of livestock production quite different from that 
implied in Noyola’s naive remarks regarding Venezuelan meat. Inter- 
estingly, Noyola’s preference is for a Leontief system to allocate resources 
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duce Venezuela in beef on a cost basis, ignoring quality. 

Much the same may be said in the case of rice, the other pro- 
duct which Noyola unqualifiedly assures us could be a substantial 
Venezuela export. Nearly all the output of this product is sub- 
Sidized, partly to accelerate the opening up of new lands in the 
country. It is a high-cost product, by comparison with the sit- 
uation in traditional rice-exporting countries, so that exports 
could not be arranged except on a subsidized basis. To call 
attention to Venezuelan cost levels outside oil (and a few other 
minerals), incidentally, is not necessarily to be critical of Venez- 
uelan economic policy, for cost levels outside oil are largely a 
function of the country’s fortunate position in oil." Thus, the 
long and short of this discussion is that Venezuela could export 
some rice, and probably not much at that, only by intensifying 
production subsidies, introducing export subsidies, and foolishly 
eating into export markets of some of the customers of its /ow- 
cost oil. In short, it is not Venezuelan policy-makers whose faces 
should be red but those who write without knowing or perhaps 
caring that they are poorly informed. 

Let’s proceed to Noyola’s other charges. He claims that urban- 
ization and the distribution of the population in some unspecified 
sense are out of harmony with the stage of development that 
has been achieved in Venezuela and that they are also incon- 
gruous in relation to the petroleum labor force. These “‘defi- 
ciencies” in turn are supposed to show a parasitism in the form 
of excessive personnel in service lines and public works of low 
productivity. Except for Colombia, I know of no other nation 
in Latin America with a more favorable urban situation; and in 


in a newfangled planned economy, ignoring the market mechanism. The 
statement of his position indicates that he is unaware of the extremely 
difficult technical problems that would be involved in the use of that 
(matrix) system (especially in Latin America!), though he may feel 
(naively, of course) that the electronic computers that he would employ 
would “‘solve’’ the matrix problems the planners would encounter. Maybe 
writers who would go out on the Venezuelan limb the way Noyola has 
done are capable of espousing nearly anything—and passing it off as 
science. 

11] have dealt with this matter in ‘““Some Problems of the Venezuelan 
Petroleum Industry,” Inter-American Economic Affairs, Summer 1955. 





ECONOMIC BIASES 79 


the majority of the countries I would argue that problems of 
urbanization are more serious—in the sense that the economic 
cost of urbanization is not as easily borne, nor as readily explic- 
able in terms of industrial growth, as in Venezuela. Incidentally, 
it is high time that economists stop writing as if a people’s 
preferences as to place of living are or should be shaped mainly 
by economic factors. 


To speak of parasitism is to descend to an unduly emotional 
level of discourse. I should think that a rapidly growing econ- 
omy, which was well endowed with resources for expansion ** 
and (most importantly) had the highest per capita income in 
all of Latin America would be one which, at least until the later 
stages of development, would offer exceptional opportunities 
for employment in service lines. In Venezuela the family base 
which can afford, for example, domestic and other help is expand- 
ing and not contracting, which is itself an indicator of economic 
growth. Moreover, growth in this area should continue for 
some time, though admittedly not through all future stages of 
development. To say this, of course, is not to argue that the 
share of the labor force in tertiary production will subsequently 
shrink to small proportions, since logic and experience point 
in the other direction. It is only to suggest that employment for 
domestics should eventually decline—in Venezuela as elsewhere. 

Are Venezuelan public works distinguished for their low 
(social) productivity? Or is the charge really based largely on 
an unstated proposition: that too many resources are devoted 
to the improvement of metropolitan Caracas? In view of Noy- 
ola’s cryptic remarks, it is difficult to pin him down.’ My judg- 


12P. D. Bradley, “International Business Investment: Governmental 
and Private,” Journal of Finance, May 1952, pp. 364-5 has an interesting 
treatment of this matter. In the face of limited quantitative information 
at his disposal, Bradley confines his conclusions to the proposition that 
Venezuelan levels of living have not increased at the same rate as the 
supply of capital funds. This is refreshing contrast to standards set 
by Rollins and Noyola. Let me add that I don’t necessarily accept Brad- 
ley’s conclusions. 

13 Rollins, op. cit., p. 278, also speaks of great waste, likewise in gen- 
eric terms. 
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ment, for whatever it may be worth, is that Venezuela’s public 
works program—with a few exceptions—is being carried out 
efficiently by Latin American standards and given the availabil- 
ity of native engineering talent; and that the country is fortu- 
nate, given the importance of external economies, in being 
provided with ample basic public service facilities in advance 
of private requirements in most cases. We must remember, in 
making judgments of this kind about Venezuela, that the coun- 
try has moved ahead much more rapidly than any other in the 
Hemisphere, and not from an initial position of high rank on 
the Latin American list. In this connection, I share some of 
the misgivings—not Noyola’s, however—as to the scope of public 
works in the country. And I do not mean the housing program, 
which makes a lot of sense in the Venezuelan context. I refer 
to some public investments in industry proper, for example, 
petrochemicals. The new plant near Puerto Cabello is probably 
unwise as a government project if the intentions are to operate 
it permanently as a public entity, especially if its output is to 
encompass much more than fertilizers. But there are solid rea- 
sons in policy pronouncements for expecting the government to 
sell the enterprise to qualified private investors after the riskier 
stage of operations has receded into history, so that projects 
of this kind might be government-initiated rather than remain 
regular government entities. Phasing the work in this way would 
reflect, after all, relative risk-bearing capacities in an economy 
basically dedicated to the enterprising (minimum-waste) way 
of using resources, shortages of diverse technical skills, and future 
as compared with present market opportunities. 


Il 


The final charge to be considered runs in terms of the coun- 
try’s failure to “sow the petroleum.” This is implied in Noy- 
ola’s remarks, but set forth explicitly by Rollins (as well as 
others who could be cited if we were to attempt to catalog opin- 
ions). From the outset, “sowing the petroleum” has placed 
considerable emphasis on the agricultural sector, a segment of 
the economy that all admit to be of great importance. 
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Before the advent of large-scale oil production, Venezuela 
had been exclusively an agricultural country. We are told that 
“by Latin American standards,” it ‘‘was a relatively prosperous 
country, and had a correspondingly highly developed monetary 
sector;” that the nation “already had a well developed export 
trade in coffee and cocoa.” ** Despite the resources made avail- 
able by oil, however, little other than commercial activity has 
flourished, and “‘attempts to promote advance in agriculture 
have met with almost complete failure.” '* More specifically, 
large-scale government aid to agriculture has yielded a picture 
that is not just “‘bleak’’ but “disastrous.” *° 

Clearly, this is strong language. We shall show, however, 
that the particulars which are supposed to show the nature of the 
“disaster” really reveal how wobbly some of our Latin Amer- 
ican research can be (and the carelessness with which some 
editors accept some manuscripts). The charge of disaster is 
followed by this kind of run-down: first, a statement is made 
that the “livestock situation appears to be not too bad (although 
very little specific information is available regarding such items 


as changes in the size of herds, etc.) and we also read that 
“the advance has been steady” since Gomez's death." Nothing 
more is said about this segment except with respect to the dairy 
phase. Comment: the statement about the livestock situation 
is incorrect, and by a big margin; this can be attested by gen- 
eral observation, let me add. I am sure the officials concerned 
with this problem would feel better if they could accept Rollins’ 


4 Rollins, sbid., p. 272. A correct characterization would run in terms 
of some Latin American standards, for who would say that Venezuela's 
land resources place the country in the same agricultural league with the 
nations in the River Plate area? 

'S [bid., p. 278. About the same kind of views are set forth by E. 
Lieuwen, Petroleum in Venezuela, A Ilistory, Berkeley, University of 
California Press, 1954, pp. 119-120. Lieuwen’s position, though stated 
in an historical work, is essentially undocumented and expressed in gen- 
eralities that are wide of the mark. 

16 Rollins, “Economic Development in Venezuela,” Econom Develop- 
ment and Cultural Change, November 1955, p. 87. 

7 Rollins, op. cét., p. 87. 
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judgment of the matter, though they would probably wonder 
the present writer certainly does—how a man would dare make 
such a pronouncement on the livestock picture while admitting 
that key statistics were absent. On dairy matters, “disaster” is 
supposed to consist of the “high cost’ of expanded output. I 
rubbed my eyes when I read this item on the “‘disaster’’ list, for 
I could hardly believe that such a fate was equated with more 
of one of the good things of life! Seriously, however, the ex- 
panded output has been attained at substantial cost, which is 
well recognized in Caracas—in the same way, in fact, as some 
of the follies of American agricultural price policy are recog- 
nized by men at all levels of the USDA. But the sought-for 
output has been attained. In fact, since Rollins wrote his fanci- 
ful lines, the government has cut back the milk subsidy for 
about the same reason that the USDA has rolled back some price 
supports. And, just as has happened here, the rollback was 
canceled after political pressure was brought to bear by Venez- 
uelan producers. Incidentaly, good fresh milk costs the wage- 
earning consumer less in relation to average worker income in 
Venezuela than it does in a number of Latin American coun- 
tries, though you would think from Rollins’ story that the “goug- 
ing” occurred only in Venezuela. 


Let’s continue with an exposure of the grounds for the charge 
of “disaster.” We read that rice and sugar output have indeed 
increased, but “only” as a result of “‘activities planned and 
financed by the Development Corporation.” In the case of sugar 
it seems that “disaster” and “success” suddenly become synony- 
mous, for we read that “the program (in sugar) appears to 
have succeeded quite well.” ** Actually, Venezuela has a both- 
ersome sugar surplus, and export subsidies seem to be necessary 
to cope with it. 

After sugar one reads about rice. This part of the ‘disaster’ 
also takes the form of increased production, “disaster’’ apparently 
being explicable in terms of low yields, inferior quality and high 
costs. (p. 88). But by what semantic trick does the rice pro- 


18 Ibid., p. 88. 
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gram become part of a disastrous effort in agriculture? Actu- 
ally, imports have ceased and most of the production difficulties 
can be subsumed under the heading of “growing pains’’: rice 
culture on a large scale is new in Venezuela. The responsible 
officials are working on the problems in rice with a view mainly 
to reducing the costs of the program. 

In this connection, it is not true, as Rollins asserts, that the 
“‘much-heralded” program of growing rice without irrigation 
has been a “failure and is now being abandoned as soon as 
transfer to irrigated land can be effected.” (p. 88). It was 
hoped that land reasonably safe from bad flooding in the Delta 
Amacuro at the mouths of the Orinoco could be adapted to rice 
culture more or less as cultivation has been carried out in South- 
east Asia, and specialists from the latter area have given encour- 
agement to Venezuelan policy-makers. But activities never got 
beyond the pilot stage, so that it is incorrect to characterize the 
case in terms of abandonment. Land in the Delta Amacuro 
is not as amenable to treatment as is soil along, say, the Mekong, 
and living conditions in the former area are not on a par with 
those in the state of Portuguesa. Hence, it is not surprising 
that the decision was reached to subsidize output on an irrigated 
basis. There are land-use problems connected with irrigated 
rice culture in Venezuela, which the officials are keeping under 
study. In the meantime, Venezuela can reasonably claim to have 
attained moderately good results in rice under difficult conditions. 

Finally, Rollins also adduces ‘‘disastrous” consequences from 
the record with respect to coffee, cocoa, and corn. Output of 
the first two has shown a secular decline while corn has been 
no more than stable; and nothing better than these results has 
been achieved despite considerable government aid principally 
in the form of guaranteed prices. (pp. 88-89). The situation 
as stated by Rollins is correct only in rough outline. Thus, cof- 
fee and cocoa have fallen off, but is this necessarily an indictment 
of policy?*® Must Venezuela continue to push export crops 


19 Recent high world prices, however, have induced new plantings of 
coffee trees in Venezuela as elsewhere. An important measure of assist- 
ance was provided the growers by the Ministry of Agriculture. 
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by subsidy arrangements in an era when there is so much oil 
to sell? Must this be done in cocoa in the face of some difficult 
disease problems? Should coffee be aided by an exchange pre- 
mium (Rollins notwithstanding, there is no guaranteed price as 
such for coffee—in fact, there is a species of price-fixing of the 
opposite kind, designed to assure lower-priced supplies for the 
home market) in such wise as to perpetuate a multiple-rate sys- 
tem when such an exchange arrangement is anachronistic under 
Venezuelan conditions? One would never know of such dimen- 
sions of the problem from Rollins’ story. 

Corn is the product which in a superficial sense, until quite 
recently when adequate storage space has become available by 
government action, appears to have been helped by a high 
guaranteed price. Owing to the lack of storage facilities, how- 
ever, the price commitment in earlier years could be implemented 
only in small part. Effective prices averaged well below the 
official level, and most farmers knew this. Since the price mech- 
anism works in Venezuela, it is understandable that the growers 
didn't break their necks to expand output. Now. that storage 
is no longer a limiting factor, corn production may be expected 
to expand especially if (1) price support levels for the different 
farm products are suitably coordinated *” and (2) many-sided 
programs (including extension work and low-cost on-farm stor- 
age facilities) are pushed to effect a lasting improvement in 
the vital livestock field, where corn-molasses feeding potentials 
should do much to lift corn output. 

A summing up reveals that Venezuela's balance-sheet posi- 
tion, though leaving no room for complacency, shows a strong 
and healthy economy, and one that is being steadily diversified. 
Moves are not being made by officials working in the dark, aided 
only by a bulging bankroll. As a rule, there is good advice 
behind decisions affecting the shape and pace of the economy. 
Mistakes have been made, and doubtless will continue to be 
made—just as we in the United States make them, and for about 
the same kind of reasons. 


20 At present, sugar supports make sugar more attractive than corn in 
areas where corn yields are good when the price is right. 
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Concretely, we have shown, first, that Venezuela is far from 
the colonial economy painted by some observers; nor, to take 
a parallel issue, does American capital there behave as if Venez- 
uela were anything but fully sovereign and its economic policy, 
on the whole, intelligently directed by its officials. Second, it 
has been demonstrated that only a misreading of the facts could 
lead an observer to conclude that Venezuela labors under an 
overdependence on oil. On the contrary, the country’s petroleum 
resources are so good and the longer-term position of the com- 
modity in world markets so favorable, especially in relation to 
alternative patterns of resource-use, that it would be foolish to 
question the wisdom of taking advantage of oil exports even if 
these should amount to a large fraction of total exports. Finally, 
we have shown that the country has made, and continues to 
make, reasonably good progress in “sowing the petroleum,” 
though the results, particularly in slow-moving tropical agricul- 
ture,*' admittedly are not spectacular. 


It is about time that the Venezuelan economy cease to be the 
whipping boy of poorly informed writers or of men with political 
axes to grind. Slovenly writing on Venezuela is no credit to 
American scholarship; it positively harms good inter-American 
relations, tends to inject irrelevancies into issues concerning Amer- 
ican oil import policy, aids and abets local propagandists who 
itch to paint the record of American capital in the darkest hues, 
and unnecessarily discourages some capital exporters. The Amer- 
ican university fraternity in particular should be more vigilant 
about economic writings involving that country (as well as others, 
of course) by insisting on customary standards of objectivity 
and an adequate empirical underpinning for descriptive analysis. 


21 The recent decision of Minister of Agriculture Armando Tamayo to 
bring out an Agricultural Yearbook should do much to help set the 
record straight. 








The Loss of British Commercial 


Preeminence in Mexico, 1876-1911 


By Alfred P. Tischendorf* 


The contest for commercial hegemony in Mexico during the 
Porfirio Diaz period represented a small but important chapter 
in the almost world-wide struggle for markets between the United 
States, Great Britain, and Germany before World War I. In 
1876 the domination of the Mexican import market by Great 
Britain was an established fact. Mexico received more goods 
by value from Britain than from any other country in the world. 
During the next 35 years the value of Mexican imports increased 
rapidly but as they did Britain lost her position of leadership in 
the markets of the Republic. The United States became the main 
supplier of the Mexican market by the early 1880's and in 1905-06 
Germany also surged ahead of Britain. During the last year of 
the Diaz administration, 1910-11, Great Britain found herself 
entrenched in third place behind the United States and Germany. 
British diplomats, businessmen, editors of financial journals, and 
others attempted to explain their country’s relative decline in 
the market, but despite their warnings and constructive criticism 
Britain’s commercial preeminence no longer existed when the 
Revolution swept Diaz out of office in 1911. 


II 
British merchants controlled about one-half of Mexico’s small 
import trade shortly after the Latin American country won its 
independence in 1821.’ The value of British imports remained 


* Instructor in History, Duke University. 
1 Chester L. Jones, Mexico and Its Reconstruction (New York, 1932), 
pp. 194-98. 
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almost the same for the next 45 years.*, On December 8, 1867, 
Mexican President Benito Juarez announced that his government 
would have no communication with the agents of those powers 
who had recognized the regime of the Archduke Ferdinand Max- 
imilian.* Juarez also declared that all treaties and conventions 
between Mexico and the three European countries which had 
participated in the intervention of January 1862 were cancelled. 
The British diplomatic mission was quickly withdrawn from 
the country.* 

The break in Anglo-American diplomatic intercourse was fol- 
lowed by a slight decline in the value of British imports during 
the next eight years. The total value of all Mexican imports 
in 1876 was $29,000,000 (Mex.), almost 35 per cent of this figure 
coming from Britain, 25.8 per cent from the United States, and 
13.1 per cent from Germany.’ The largest item in the list of 
goods sent from Britain was cotton manufactures, followed in 
order of value by linen goods, iron, chinaware, machinery, silk 
manufactures, and woolen goods.° Chambers of Commerce from 
52 British cities directed the attention of the Foreign Office to 
these statistics in December, 1876, urging that the resumption 
of diplomatic accord was essential if Britain was to maintain 
her favored position.’ 


* Mexican trade statistics were still of dubious value in 1884. It is 
also impossible in most tables to determine how much of the imports from 
the United States include goods from Europe and Canada that were re- 
shipped from ports in the United States. The terms “England,” “Britain,” 
and the “United Kingdom” are often used indiscriminately in tables pub- 
lished during the period 1876-1911. 

’ Edgar Turlington, Mexico and Her Foreign Creditors (New York, 
1932), pp. 173-74. 

* Great Britain. House of Commons Sessional Papers, 1867-68, LXXIII, 
Paper relating to the withdrawal of the British mission from Mexico, 
1867-68, {Cmd. 3989}, p. 557. 

* Antonio Cubas, Mexico in 1876 (Mexico, 1877), pp. 30-32. 

® Memorial to Lord Derby from the Association of Chambers of Com- 
merce of the United Kingdom, December 12, 1876, Public Record Office, 
London, Foreign Office Archives, Mexico (cited hereinafter as FO 50), 
Volume 437. 


* [bid. 
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From 1876 to 1883 Britons negotiated sporadically and unsuc- 
cessfully for a diplomatic rapprochement. In April 1883 the 
Foreign Office was informed that the annual value of exports from 
the United States to Mexico then exceeded the amount supplied 
by Britain, and, according to one Englishman who was interested 
in building railways in the Republic: 

The commercial influence of the U.S.A. is being so 
rapidly extended that it bids fair before long, unless some 
stimulus and encouragement is given to British commerce 
there, to drive it out altogether.* 

When the United States signed a trade agreement with Mexico 
in 1883 Lord Edmund Fitzmaurice reminded his colleagues at 
the Foreign Officethat Britain previously had shown only mild 
interest in restoring relations with Mexico: 

Now, however, it is . . . a matter of considerable com- 
mercial importance to Great Britain . . . owing to an evident 
intention on the part of the United States to exclude Great 
Britain from Mexican markets.° 

Sir Spenser St. John upheld this view a year later when he was 
in the Republic to discuss the renewal of diplomatic relations. 
St. John felt that the Mexican government's willingness to insert 
a most-favored nation clause in the document restoring relations 
stemmed from Mexican fears that the United States might other- 
wise monopolize the trade of the Republic. He also believed 
that the United States hoped to create so many economic links 
between the two countries that Mexico eventually would be 
absorbed by her northern neighbor.’® 


Various published reports on the state of Mexican trade ap- 
peared soon after the restoration of Anglo-Mexican relations in 
August 1884. These contained conflicting statistical data, but 
it was clear that Britain’s proportionate share of Mexico’s import 


* A. Renshaw to Foreign Secretary, April 4, 1883, FO 50, Vol. 443. 

® Memorandum by Lord Edmund Fitzmaurice Respecting the Renewal 
of Diplomatic Relations with Mexico, No. 1 Domestic Various, March 
23, 1883, FO 50, Vol. 443. 

10 §t. John to Earl Granville, No. 1 Confidential, December 17, 1884, 
FO 50, Vol. 446. 
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trade had declined since 1876 while the share provided by the 
United States had increased.11 Lionel Carden, British consul 
and later ambassador in Mexico City, warned in 1885 that: 
the American ratio is pushing higher and before long their 
enterprise will become absolute. It remains to be proved 
whether the British commercial world is content to submit 
quietly and without an effort to being driven from a market 
which though insignificant . . . today, is unquestionably 
destined ere long . . . to be one of the most important, 
if not THE most important of the Spanish-American 
Republics.”* 

The value of Mexican commerce increased rapidly during the 
next 25 years. Her imports jumped in value to $133,020,170 in 
1900, four and one-half times greater than the figure for 1876." 
However, Britain had become relatively less important in the 
market, supplying but 17 per cent of Mexico’s imports in 1900. 
The United States provided 51.5 per cent of the imports while 
Germany’s share was approximately 11.5 per cent of the total.” 
During the last year of Diaz's administration the value of the 


Republic’s imports reached $205,874,000.'° The United States 
by then provided 55.5 per cent of the imports by value, Germany 
12.8 per cent, and Great Britain 11.4 per cent.” 


German competition most startled the British consular staff 
in Mexico. The Foreign Office was warned of an impending 
German drive for Mexican trade in 1886, but it was the late 


11 Edward Kohzevar, Report on the Republic of Mexico to the Council 
of Foreign Bondholders (London, 1886), pp. 157, 167; Lionel Carden, 
British Trade with Mexico to 1885 (London, 1886). 

12 Carden, British Trade with Mexico to 1885. 

18 Howard Cline, The United States and Mexico (Cambridge, Mass., 
1953), p. 354. 

14 See Mexican Y ear-Book, 1909-10 (London, 1910), pp. 129-32. 

15 Cline, p. 354. 

16 For trade figures dealing with the last years of the Diaz era see 
Great Britain, Diplomatic and Consular Reports, Annual Series No. 4742, 
Report for the Year 1910 on the Trade of Mexico (London, 1911); Ibid., 
Annual Series No. 4976, Report for the Year 1911 on the Trade of Mex- 
ico (London, 1912). 
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1890's before much attention was given to German incursions.”* 
During the ten year period after 1896 Germany pushed ahead of 
Britain in providing Mexico with steel rails and bars, lime, 
cement, coal, and iron and steel wire.’* The hardware trade, 
safely in British hands when Diaz began his first presidential 
term, was almost entirely controlied by Germany in 1906’° 


German competition, American domination of the market, the 
turgescence of Mexican industry, and a demand for new prod- 
ucts after 1876 were all reflected in the type of British goods 
and manufactures sent to the Republic in the latter half of the 
Diaz era. Textiles remained the most single item that Mexico 
received from Britain, but with the expansion of Mexico's home 
cotton industry the demand for British textiles steadily con- 
tracted.** Textiles were followed in order of value by machinery, 
although Britain supplied only one-tenth of Mexico’s imports 
under this heading.** Galvanized iron sheets, hemp and jute 
sacks, and caustic soda were included on the list of major British 
items arriving in the country. Chemical imports, including cya- 
nides, alkali, permanganate of potash, arsenic, and soda were 
minor items but Britain was the main source of supply.” 


17 Strachen to Lord Roseberry, No. 3, June 8, 1886, FO 204, Vol. 193; 
Great Britain, Diplomatic and Consular Reports, Annual Series No. 2527, 
Report for the Year 1899 on the Trade and Commerce of Mexico (1.on 
don, 1900). 

1s Great Britain, Diplomatic and Consular Reports, Miscellaneous Series 
No. 662, Memorandum on Imports from the United Kingdom and Ge) 
many (London, 1907). 

19 By 1906 about 50 per cent of Mexico's light bulbs were made in 
Germany. For comments on Mexican demands for electrical appliances 
and Britain's failure to exploit the demand see Great Britain, Diplomatic 
and Consular Reports, Annual Series No. 3888, Report for the Year 1906 
on the Trade and Commerce of Mexico (London, 1907). 

20 Ibid., Annual Series No. 3503, Report tor the Year 1904 on the 
Trade and Commerce of the Consular District of Vera Cruz (London, 
1905); zbid., Miscellaneous Series No. 662; Jones, p. 200. 

*1 Great Britain, Diplomatic and Consular Reports, Annual Series No. 
3262, Report on the Trade and Commerce of Mexico (London, 1905); 
Ibid., Miscellaneous Series No. 662. 

22 Tbid., Annual Series No. 3503; Ibid., Annual Series No. 4742; Ibid., 
Annual Series No. 4976. 
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III 


Numerous attempts were made to analyze Britain’s inability 
to maintain her proportionate share of Mexico’s import trade. 
Many observers believed that the relative decline was inevitable 
since Mexico, from the point of view of British commerce, was 
not “on the main line.” ** Sir Spenser St. John complained that 
British firms sent only their “worst ships’ to Mexico. These 
were slow, unsafe, and lacked proper sanitary facilities.* Con- 
suls attempted to awaken British companies to the advantages 
of operating freight lines from Liverpool and other ports to 
Mexico, but only two concerns provided regular service to the 
Republic in the early 1900’s.*° The network of railroads in Mex- 
ico, some of which connected Mexico City to points on the 
border of the United States after the building spree of the 1880's, 
furnished additional ammunition for those who stressed the 
main line theory. Lionel Carden emphasized the “electrical ef- 
fect” of the railways on United States-Mexican commercial rela- 
tions in 1885.*° In the same year economist Edward Kohzevar 
showed that customs receipts at the northern ports were rising 
swiftly under the influence of the new railroads.** There was 
general agreement among Britons that the location of Mex- 
ican railroads gave a tremendous commercial advantage to the 
United States. 


Many Britishers pointed to the seventeen year diplomatic 
drought, frequent fluctuations in the price of silver, and Mexico’s 
tariff regulations as key factors in the changing pattern of Anglo- 
Mexican trade relations. After the withdrawal of the British 
diplomats in 1867 English commercial and mercantile houses, 


23 [bid., Annual Series No. 2951, Report for the Year 1902 on the 
Trade and Commerce of the Consular District of Mexico (London, 1903). 

24 St. John to Lord Salisbury, No. 1 Commercial, February 17, 1887, 
FO 50, Vol. 468. 

25 Consul Chapman to Salisbury, No. 4 Commercial Confidential, 
April 5, 1898, FO 50, Vol. 515; Sir Henry Dering to Salisbury, No. 6 
Commercial, March 27, 1899, FO 50, Vol. 518. 

26 Carden, British Trade with Mexico to 1885. 
*7 Kohzevar, pp. 152-53. 
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“once so numerous and respected,” soon were almost all closed.” 
St. John informed Lord Salisbury in March 1887 that there were 
“no English importing houses of any standing either in Vera 
Cruz or the Capital;” Consul Biorklund said twelve years later 
that there were “‘still” no British commercial houses in Mexico 


City.” 


The suggestion that the declining price of silver reacted ad- 
versely on Anglo-Mexican trade appeared frequently in British 
reports. Silver, together with other precious metals, was the 
most important Mexican export during the Diaz era. At least 
until 1884 Britain received a larger share of these metals than 
any other country.*? Much of the silver was used to pay for 
British goods, and when the world price of silver was compara- 
tivelyy high, 30d an ounce or above, British merchants could 
exchange their silver and get a fair return for their exports to 
Mexico. When the price fell in the early 1890's to below 21d 
the merchants felt they had to raise the price of their goods in 
silver to what ultimately became nearly a prohibitive level in 
order to make a profit. British consuls reasoned that under these 
circumstances the merchants lost “commercial confidence” in 
Mexico and often preferred not to risk the vagaries of the mar- 
ket.** However, the consuls presented no statistics that might 
have shown exactly why British merchants were more affected 


*8 Great Britain, Diplomatic and Consular Reports, Annual Series No. 
2539, Reports for the Years 1898, 1899, and part of 1900 on the Trade 
and Commerce of Vera Cruz (London, 1900). 

2° St. John to Salisbury, No. 3 Commercial, March 27, 1887, FO 204, 
Vol. 194; Great Britain, Diplomatic and Consular Reports, Miscellaneous 
Series No. 517, Report on the Federal District of Mexico, 1899 (Lon- 
don, 1900). 

8° Frank Tannenbaum, Mexico, The Struggle for Peace and Bread (New 
York, 1950), p. 203; Kohzevar, p. 148. 

1 The quotation may be found in Henry Trench to Kimberley, No. 12 
Very Confidential, January 19, 1894, FO 50, Vol. 492. For other com- 
ments on the effect of the silver depreciation see St. John to Rosebery, 
No. 35, August 14, 1886, FO 50, Vol. 454; Jerome to A. W. Bosom- 
worth & Co., Hull, December 4, 1902, FO 203, Vol. 140; Great Britain, 
Diplomatic and Consular Reports, Miscellaneous Series No. 302, Report 
on the effect of the Depreciation of Silver on Mexico (London, 1893). 
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by the silver depression than commercial men from various 
other countries. 


The Mexican tariff was mentioned frequently in diplomatic 
correspondence, letters from British businessmen, and consular 
reports as a possible reason for Britain’s loss of preeminence. 
The chief complaints were directed to the excessive duties and the 
intricate customs rules that hindered traders who sent their wares 
to the Republic. During the early Diaz period the tariff was 
patterned after the prohibitive Spanish regulations of the colonial 
era.** Modifications were made in the incidence of the tariff in 
1880, 1887, and 1890, but the Mexican government, pressured 
by industrial groups, remained wedded to the principle of high 
protection.** The British Board of Trade estimated in 1883 that 
duties “amounting to as much as 150 per cent are levied on the 
produce and manufactures of Britain.”** Sir Spenser St. John 
pointed out that duties on specific goods were the same for all 
countries having most-favored nation agreements, but Consul 
Baker at Vera Cruz insisted that while the favored nation clause 
was accorded to British ‘in principle,” the Mexican tariff act- 
ually “pressed more heavily on British goods than on those of 
any other nation.’”** This was because many of the major British 
exports to Mexico such as cottons, linens, woolens, earthenware, 
and iron and steel were precisely those goods on which the highest 
duties were charged. In the mid-1880’s the duty on all British 
goods averaged over 130 per cent, but duty on goods from the 
United States averaged 101 per cent, from France 98 per cent, 
and from Germany 78 per cent.** 


82 Carden to Foreign Secretary, May 5, 1883, FO 50, Vol. 442. 

83 A short discussion of the 1890 Mexican tariff may be found in Tan- 
nenbaum, pp. 198-99. For the opinion of British ministers to Mexico on 
the popularity of protection as reflected in the Mexican press see St. John 
to Salisbury, March 1, 1887, FO 204, Vol. 194. 

34 R. Griffin, Office of Committee of the Privy Council for Trade, to 
Granville, June 13, 1883, FO 50, Vol. 443. 

35 St. John to Salisbury, No. 3 Commercial, March 22, 1887, FO 204, 
Vol. 194; St. John to Salisbury, October 18, 1890, FO 50, Vol. 474; see 
unsigned note on reverse of Baker to Salisbury, October 18, 1890, FO 
50, Vol. 474. 
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Some British merchants believed that the bewildering array of 
Mexican laws regarding customs declarations, consular invoices, 
and ships’ manifests were more important barriers to Anglo- 
Mexican trade than the high charges set forth in the tariff. Many 
British companies stopped trading with Mexico because they were 
unable to avoid being fined for violating the regulations.*’ Lionel 
Carden reported that the headings in the tariff rules were so 
numerous that shippers had difficulty in deciding under which 
category certain goods should be placed. This made it impos- 
sible to estimate how much duty had to be paid until the ship- 
ments arrived in Mexico.** There the rates were often subject 
to what Carden termed “the appraiser's caprice.” An added 
problem was the difficulty of translating obsolete Spanish terms 
used in the list of tariff regulations.°° Adams &Company of 
Liverpool complained in 1885 that: 


The Custom House regulations in Mexico have become 
so exceedingly difficult that it is almost impossible after 
exercising the greatest care to avoid these fines.*° 


When Consul Baker made a study of the custom house rules 
shortly after the diplomatic renewal in 1884 he was annoyed to 
learn that fines up to $25 might be imposed for “miscellaneous 
mistakes” in manifests, declarations, and invoices.*' He concluded 
that shippers were overwhelmed by the number of regulations, did 


6 Baker to Salisbury, No. 2 Commercial, February 18, 1887, FO 50, 
Vol. 461. For proof of the importance of the cotton trade to Britain see 
enclosure in Baker to Salisbury, No. 1 Commercial, May 7, 1889, FO 
50, Vol. 470. 

87 Carden to Rosebery, No. 2 Consular, April 29, 1883, FO 50, Vol. 
490; Great Britain, Diplomatic and Consular Reports, Annual Series 
No. 2527. 

88 Carden to Foreign Secreary, May 5, 1883, FO 50, Vol. 442. 

89 See comments of Jacob Behrens, Chamber of Commerce, to Gran- 
ville, June 12, 1883, FO 50, Vol. 443. 

‘© Adams & Company to Foreign Secretary, November 17, 1885, FO 
50, Vol. 449. 

41 See Schedule A, Fines levied under Mexican General Order, Baker 
to Lord Iddesleigh, No. 1 Commercial, September 29, 1886, FO 50, 
Vol. 457. 
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not understand the terminology used, and were fined too much 
for minor offenses.* 


When President Diaz abolished a number of fines for mistakes 
in invoices in 1893 Baker and Carden hoped that the changes 
would lead to a rapid increase of British trade to the Republic. 
A Nottingham company indicated in 1896, however, that the main 
problems had not yet been solved. B. F. Stiebil, a partner in 
Stiebel, Kaufman and Company wrote to the Foreign Office on 
June 18: 


I have just gone through the Mexican tariff and studied 
the regulations as to consular invoices, declarations, and 
classification of goods, as we are beginning to do a little 
business in Mexico. I had heard about this tariff before, 
but I find that the regulations as to Consular Invoices and 
Classification of goods are so complicated . . . that even 
a good Spanish scholar and a man experienced with declara- 
tions to Spanish countries like myself finds the greatest diffi- 
culty understanding many of them, and as the slightest error 
in any consular Invoice which must be written out in tripli- 
cate or quadruplicate is visited with heavy customs fines, it 
seems to me that the object is to make trade with Mexico 
as difficult as possible for the honest trader.** 


The Board of Trade wrote in somewhat the same vein in 1896: 


The complications involved by 921 headings of the tariff 
are found to be serious obstacles to exporters in making 
out their Declarations in accord with the tariff headings. 
It must frequently be impossible to determine under which 
heading particular goods should be classed. . . . Attention 
must be drawn to the fact that Spain, which has more than 


42 Jbid. Consul Biorklund saw the situation in a different light. He 
stated in 1899 that the tariff rules were “not too difficult.” Biorklund 
reasoned that many shippers were careless, did not study the tariff, and 
sometimes allowed junior clerks to make out important forms improperly. 
See Great Britain, Diplomatic and Consular Reports, Annual Series No. 
2546, Report for the Year 1899 on the Trade and Commerce of Mexico 
(London, 1900). 

48 B. F. Stiebel to Sir Henry Burgne, Foreign Office, June 18, 1896, 
FO 50, Vol. 506. 
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double the trade of Mexico, has a tariff embracing only 
about 370 headings. At present it is only possible for firms 
having skilled and technical knowledge of Spanish, and of 
the distinctions between various classes of goods to make 
out a Declaration which they can be certain will be satis- 
factory to the Mexican authorities.** 


The activities of the consular staff and the methods used by 
Britishers who carried on commercial intercourse in the Republic 
were also examined by those seeking to explain Britain’s inability 
to increase the value of her exports to Mexico as rapidly as 
her competitors. In 1886 the Foreign Office called the attention 
of its legations to complaints that diplomatic missions were often 
indifferent or unfriendly to British traders in certain “remote” 
countries.*” Did such a charge apply to the consuls in Mexico? 
Lionel Carden and others worked to improve the quality of the 
consular corps after 1884, but they were sometimes forced to 
install second or even third choices at some of the important 
posts.*® A few letters denouncing the lack of zeal, poor admin- 
istrative ability, and in one case the chicanery of British consuls 
were received at the Foreign Office.” Yet the infrequency of 
such correspondence suggests that most British firms probably 
did not feel that their interests were neglected. It may also be 
said in defence of the consuls that they answered inquiries con- 
cerning commercial conditions in Mexico quickly and concisely. 
They explained the opportunities available to traders in the 


‘t Board of Trade to Salisbury, December 3, 1896, FO 50, Vol. 506. 

*® Great Britain, Foreign Office, Commercial No. 16, Correspondence 
Respecting the Question of Diplomatic and Consular Assistance to British 
Trade Abroad (London, 1886). 

*® The British population in Mexico never exceeded 5,000 persons 
during the Diaz period and it was difficult to find qualified men for some 
of the posts. See Great Britain, Diplomatic and Consular Reports, An- 
nual Series No. 4976; Baker to Salisbury, No. 17 Consular, June 29, 
1890, FO 50, Vol. 475; Carden to Rosebery, November 6, 1893, FO 50, 
Vol. 490; enclosures in Dering to Salisbury, August 4, 1895, FO 50, 
Vol. 497. 

47 St. John to Rosebery, No. 12 Commercial Confidential, July 23, 
1886. FO 50, Vol. 455; Edward Cocks to Salisbury, March 5, 1887, FO 
50, Vol. 464; Denys to Salisbury, December 8, 1887, FO 204, Vol. 194. 
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Republic and directed the writers to persons and companies who 
could handle items such as chemical products, earthenware, 
machinery, electric lights, paint, soft drinks, dry goods, textiles, 
wire rope, beer, and coal.** 


More attention must be given to contemporary statements 
indicating that British methods of carrying on trade in Mexico 
left much to be desired. When goods from England arrived in 
Mexico or Mexicans showed an interest in a given product, agents 
appointed by British companies were to push sales to retail and 
wholesale establishments in the Republic. Unfortunately, most 
British firms did not employ their own countrymen for this job 
but either by choice or necessity gave the jobs mainly to Germans, 
Americans, or Mexicans who also represented other European 
companies.*® St. John reported that these commerial travelers 
took only a ‘‘very lukewarm interest in the success of the( British) 
companies or in the extension of British trade.”*’ He wrote in 
1893 that: 

the real cause of the smallness of the trade between 
Mexico and England is the supineness of the English mer- 
chants who are content to allow foreigners to carry on 
their trade.™ 


St. John noted that many of these men could not speak Spanish 
while others seemed unable to understand the habits of Mexican 
buyers. Another Briton, this one the consul at Mazatlan, said 
in 1900: 


*® Correspondence on this subject is scattered but see letters in 1886-87, 
FO 203, Vol. 107; 1888, FO 203, Vol. 113; 1890, FO 203, Vol. 115; 
1895, FO 203, Vol. 123; 1899, FO 203, Vol. 138. One example of 
consular assistance was Chapman’s willingness to serve as Honorary 
Correspondent to the London Chamber of Commerce, see London Cham- 
ber of Commerce to Chapman, March 2, 1900, FO 50, Vol. 522; Chap- 
man to Salisbury, March 19, 1900, FO 50, Vol. 522. 

*° Great Britain, Diplomatic and Consular Reports, Annual Series No. 
2546; Ibid., Annual Series No. 2527; St. John to Salisbury, No. 1 Con- 
sular, January 20, 1890, FO 50, Vol. 474. 

6° St. John to Rosebery, No. 15, April 22, 1886, FO 50, Vol. 453. 

51 St. John to Rosebery, No. 1 Commercial, April 3, 1893, FO 50, 
Vol. 484. 
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My experience is that the traveler who approaches the 
Mexican buyer in a leisurely way, leading gradually up to 
the business at hand, and studying the convenience of each 
customer, gets orders where the man who attempts to hurry 
matters loses customers, perhaps permanently.” 


Apparently the agents for British concerns too often were found 
in the latter category. 

Many other criticisms were levied against British companies 
that exported their wares to Mexico. While Americans flooded 
Mexico with advertisements British goods were seldom pictured 
even in important newspapers.” Buyers could examine samples 
of American manufacturers but British firms seemed to feel that 
transportation costs were too high to make such procedure worth- 
while unless a market was practically assured.** Catalogues 
issued by British companies were often written in English rather 
than Spanish. The description of many goods in the catalogues 
gave no indication of price or weight and were usually too tech- 
nical to be of much value in making the sale.’ A British consul 
wrote from Ensenada: 


It has been more than once brought to my notice the 
seeming difficulty in obtaining from British manufacturers, 
information in regard to their prices, conditions of pur- 
chase, shipping facilities, etc., whereas American houses on 
application send a full list of the goods which they have 
to sell, accompanied in a great number of cases with pat- 
terns, samples, etc., and give the intending purchaser all 
the necessary information, so as to enable him to see exactly 
what the goods will cost delivered in his town, prices gen- 
erally being quoted for large and small quantities.*° 


°? Great Britain, Diplomatic and Consular Reports, Annual Series 
No. 2527. 

53 [bid., Annual Series No. 3262; Ibid., Annual Series No. 3285; Re- 
port for the Year 1903 on the Trade and Commerce of the Consular Dis- 
trict of Mexico (London, 1904). 

54 [bid., Annual Series No. 4215, Report for the Year 1908 on the 
Trade and Commerce of the Consular District of Tampico (London, 
1909). 

55 Jbid., Annual Series No. 3285. 

56 Ibid., Annual Series No. 2527. 
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British diplomats and writers for London and Mexican finan- 
cial magazines often stated that Britons made little or no attempt 
to adapt their goods to the needs of Mexican buyers. The 
Mexican Journal of Commerce advised British traders to supply 
customers with what they wanted rather than what the traders 
considered good for them.°’ Mexican buyers, for example, pre- 
ferred cheap machinery despite the necessity of replacing it in 
a few years.** Miners wanted lightweight machines because 
freight rates to distant camps were high.*® They also wanted 
machinery with the greatest possible number of removable parts 
so that repairs would usually be inexpensive.’ They also hoped 
that parts would be available in local warehouses. British ma- 
chinery was expensive, heavy, and it was difficult to obtain new 
parts in case of a breakdown.*’ By 1897 the distributing houses 
for machinery in Mexico were in American and German hands.* 
German manufacturers were especially zealous in studying the 
needs of the market, catering to the wishes of individual custo- 
mers, and quickly supplying new products when a demand devel- 
oped. A British traveler in Mexico just after the turn of the century 
commented on the situation facing machine manufacturers: 


English threshing machines are recognized throughout 
the country as being superior to those made in the United 
States. Their finish and adjustment is better, and the results 
obtained are greater, but owing to the inability to procure 
pieces for repairing them in cases of accident, the order 
is given to an American firm. The cylinders in American 
machines are made in pieces, and the teeth are attached 


57 Quoted in Grenville to Lansdowne, No. 3 Commercial, March 5, 
1903, FO 50, Vol. 528. 

*’ Great Britain, Diplomatic and Consular Reports, Annual Series 
No. 3888; /bid., Annual Series No. 3262. 

5° The Mining Magazine, II (January, 1910), 29. 

60 Mrs. Alec Tweedie, Mexico as I Saw It (London, 1901), pp. 456-57. 
Mrs. Tweedie was hardly an unbiased observer but her views on some 
subjects coincide with those of British diplomats writing to the Foreign 
Office. 

61 [bid. 

62 Carden to Jessop and Appleby Brothers, August 9, 1897, FO 203, 
Vol. 129. 
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by means of screws and nuts; in case of one or more break- 
ing, they can be taken out and new ones put in, while 
in machines of British manufacture the cylinder and teeth 
are made in one piece, which, if broken by accident, has 
to be taken out, rendering the machine useless until a new 
piece can be obtained, either by having it cast in one of 
the foundries of the country, which is expensive, . . . or 
waiting for it to come from the makers, this often entailing 
a delay of several months.** 


The Mining Magazine took a somewhat different approach to 
the problem: 


The English manufacturer is too conservative, he will 
not adapt the design of his goods to the requirements of 
the market. More money must be spent on the design 
and less on the manufacture, strength must be gained by 
scientific design, not by brute weight of cast iron; it must 
be remembered that at some mining camps freight costs more 
than the original cost of the machinery and hence it behooves 
the designer to avoid every unnecessary ounce of weight. 
Roughness of appearance and lack of finish count for noth- 
ing as against facilities for freight, erection, and freedom 
from breakdowns. It is also essential to build to standards 
in accord with the local system of measurement, and to 
study the customs laws and regulations so that shipments 
are properly classified and invoiced.” 


Vice-consul Nunn placed the issue squarely before British firms 
in the late Diaz period: 


The manufacturers of the United Kingdom who once 
had the major portion of Mexico's foreign trade, lost much 
of the business through inability to appreciate the Mexican’s 
wants, and to understand the wisdom of falling in with 
his views. It may possibly be said that it would not suit 
manufacturers to vary their standards of production to 
meet the requirements of every small trader, but to do so 


63 Tweedie, pp. 456-57. 
64 The Mining Magazine, II (January, 1910), 29. 
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is about the only way to hold onto the trade, as other manu- 
facturers comply without question.*° 


IV 


It is apparent that there was no agreement as to the reasons 
for Britain’s loss of commercial preeminence in Mexico. Varia- 
tions in the price of silver, consular indifference, and the Mexican 
tariff regulations were discussed, but it is difficult to measure the 
impact of these factors on Britain specifically. Whether or not 
the tariff laws actually pressed harder on British trade than on, 
say, American or German trade, is perhaps unimportant. If Brit- 
ish merchants believed they did and accordingly ceased to push 
their manufactures in Mexico then that is the only important 
fact. Mexico’s location in relation to the United States was an 
important aspect of the story and companies in the United 
States took greater advantage of their geographical position once 
the two countries were linked by a railroad system. However, 
Germany also moved ahead of Britain in the race for commer- 
cial supremacy despite her greater distance from the Republic. 
The Anglo-Mexican diplomatic rupture was also a significant 
factor since it was during the period 1867-84, while British con- 
sular officials and merchants were absent, that the United States 
supplanted Britain as the major exporter to Mexico. But it 
should be remembered that British diplomats were not absent, 
and British merchants need not have been absent, when Ger- 
many pushed Britain into third place in the market. In the 
final analysis it may have been the vigor of German and American 
agents and the adaptability and ingenuity of the manufacturers 
in their countries that overwhelmed the British. If so, it was 
a phenomena that was not limited to Mexico.” 


°° Great Britain, Diplomatic and Consular Reports, Annual Series 
No. 3888. 

°6 The United States, Germany, and Great Britain may have played 
similar roles in the commercial history of other Latin American countries 
in the three decades before World War I. For an excellent study of their 
rivalry in Brazil see Alan K. Manchester, British Preeminence in Brazil 
(Chapel Hill, 1933), Chapter XII, especially pp. 329-33. 








